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TO  MY  FATHER 

INTERPRETER  OF  SOCIAL  IDEALS 
IN  LITERATURE 


PREFACE 

This  book  is  a  study  of  the  combination  movement  in  the  an- 
thracite coal  industry.     It  presents  an  historical  narrative  of  the 
beginnings  and  the  growth  of  the  industry;  chronicles  in  con- 
siderable detail  the  facts  relating  to  the  development  of  the 
combination  and  its  control  of  the  business;  and  describes  the 
attempts  of  the  Government  to  dissolve  the  combination.     This 
combination  controlling  the  anthracite  coal  trade  is  found  to  be 
a  combination  of  railroads,  owning  either  directly,  or  indirectly 
through  subsidiary  coal  companies,  substantially  the  entire  area 
of  the  anthracite  coal  deposits  of  the  United  States.      A  wide 
range  of  problems,  therefore,  is  suggested,  —  problems  relating 
to  railroad  control  and  to  the  ownership  of  natural  resources,  as 
well  as  those  involved  in  the  trust  movement  proper.     This  de- 
tailed study  of  the  facts  connected  with  a  particular  combination 
has  impressed  me  with  the  complexity  of  the  trust  problem  —  a 
problem  which  for  many  years  has  been  before  the  courts  and  the 
lawmaking  bodies  of  the  United  States.     In  the  anthracite  in- 
dustry this  problem  appears  to  be  pecuHarly  complex  because 
of  the  ownership  of  the  coal  lands  by  pubHc  carriers.     I,  there- 
fore, deem  myself  fortunate  in  having  had  the  benefit  of  many 
suggestions,  the  manuscript  of  the  book  having  been  read  by 
several  professors   distinguished  in   economic   science,   and  by 
various  men  of  affairs,  including  a  lawyer  associated  with  the 
anthracite  carriers,  and  a  railroad  man  who  has  had  years  of 
experience  as  an  operating  official  of  one  of  the  anthracite  rail- 
roads. 

To  Professor  W.  Z.  Ripley,  under  whom  this  study  was  origi- 
nally undertaken  as  a  thesis  for  the  degree  of  Doctor  of  Philos- 
ophy at  Harvard  University,  acknowledgment  is  made  for  constant 
encouragement  and  guidance.  For  permission  to  publish  certain 
parts  of  Chapters  V  and  VIII,  which  recently  appeared  in  the 
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Quarterly  Journal  of  Economics,  and  for  inspiration  and  counsel, 
I  am  much  indebted  to  Professor  F.  W.  Taussig.  I  wish,  further, 
to  thank  the  many  governmental  officials,  state  and  national, 
who  have  most  courteously  supplied  me  with  documents  and 
information;  the  Hbrary  authorities  of  Boston,  New  York,  Phila- 
delphia, and  Washington  for  the  use  of  the  material  at  their 
disposal;  and  the  coal  mining  companies  for  permission  to  make 
an  extended  trip  through  the  mines  and  breakers.  For  the 
preparation  of  the  charts  I  am  indebted  to  my  brother  Chapin. 
But  most  of  all  I  wish  to  express  my  deep  obligations  to  my 
father  for  unfailing  stimulus,  and  for  emphasis,  within  the  class- 
room and  without,  on  a  scientific  spirit  and  on  the  majesty 
of  fact. 

E.J. 

Cambridge,  Massachusetts, 
September  6,  1914. 
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THE 

ANTHRACITE  COAL  COMBINATION 

IN  THE  UNITED  STATES 


THE 
ANTHRACITE    COAL  COMBINATION 

INTRODUCTORY 

The  history  of  the  anthracite  coal  industry  of  the  United  States 
may  be  divided  roughly  into  four  periods,  to  each  of  which  in  this 
study  a  chapter  is  devoted,  —  the  first,  extending  from  the  middle 
of  the  eighteenth  century  to  1834;  the  second,  from  1834  to  1873; 
the  third,  from  1873  ^^  1898;  and  the  fourth,  from  1898  to  the 
present  time. 

The  period  ending  in  1834  is  that  of  the  early  development  of 
the  industry.  Canals  and  navigable  rivers  constituted  the  chief 
means  of  transportation;  and  by  the  middle  of  the  thirties  the 
main  anthracite  canals  had  been  completed.  Mining  operations, 
also,  were  simple,  being  carried  on  at  that  time  for  the  most  part 
above  water  level.  The  particular  date  1834  has  been  chosen 
because  in  that  year  a  Commission  appointed  by  the  Pennsyl- 
vania Legislature  summed  up  the  conditions  prevailing  in  the 
trade  up  to  that  time.  The  second  period,  1834  to  1873,  wit" 
nessed  the  development  of  the  railroad  systems,  and  large  pur- 
chases by  them  of  coal  lands.  The  first  pool  was  formed  in  1873. 
Pools,  or  arrangements  of  one  sort  or  another  to  secure  a  greater 
degree  of  harmony  in  the  conduct  of  the  coal  trade,  are  the  dis- 
tinguishing features  of  the  third  period,  1873  ^^  1898.  By  1898 
were  plainly  discernible  the  first  steps  in  the  formation  of  a 
combination  which  has  since  effectively  controlled  the  anthracite 
coal  trade.  The  development  of  this  combination  is  the  main 
characteristic  of  the  fourth  period,  1898  to  the  present  time. 

The  remaining  chapters  of  this  study,  to  which  the  first  three 
serve  as  an  introduction,  are  devoted  to  an  investigation  of  the 
control  exercised  by  the  combination  over  the  production,  trans- 
portation, price  and  sale  of  coal,  and  of  the  efforts  made  by  the 
Government  to  dissolve  the  combination. 


CIL\PTER   I 
THE  HISTORY  OF  THE  AXTHIL\CITE   CO.\L  INDUSTRY 

TO  1834 

The  history  of  the  anthracite  coal  industr}^  of  the  United  States 
is,  in  effect,  a  histoty  of  the  anthracite  coal  industry  of  the  State 
of  Pennsylvania.  Other  deposits  of  anthracite  are  found  in  the 
United  States,  but  they  are  so  small,  or  at  least  so  little  worked,  as 
to  be  of  sHght  consequence.  There  are  anthracite  beds  in  Colo- 
rado and  in  New  ]Mexico,  but  their  production  in  1907  was  only 
20,000  and  42,000  tons,  respectively,  and  their  combined  produc- 
tion has  never  reached  100,000  tons  in  any  one  year,^  which  is  less 
than  one-hfth  of  one  per  cent  of  the  production  of  the  State  of 
Pennsylvania.  Some  coal  has  been  mined  in  Rhode  Island  and 
in  ^lassachusetts,  but  the  attempts  to  develop  these  coal  fields  in 
competition  with  the  Pennsylvania  coal  have  hitherto  failed. 
The  Pro\'idence  Coal  ^Mining  Company,  organized  in  1909  to 
develop  the  coal  mines  at  Cranston,  within  a  few  miles  of  Pro\d- 
dence,  Rhode  Island,  has  recently  gone  into  the  hands  of  a 
receiver.  The  anthracite  beds  in  the  southwestern  portion  of 
the  State  of  Virginia  are  now  being  developed,  but  this  region,  so 
far  as  is  known,  hardly  contains  enough  marketable  coal  to  supply 
the  normal  demand  of  the  countr}^  for  one  year.^  There  are 
deposits,  also,  in  Alaska,  Washington,  Arkansas,  and  possibly  in 
a  few  other  states,  but  as  yet  Kttle  is  known  of  their  extent  or 
their  value. 

Foreign  competition,  also,  may  be  practically  neglected  in  a 
study  of  the  anthracite  coal  trade  of  the  United  States.  Anthra- 
cite beds  are  to  be  found  in  a  number  of  foreign  countries,  notably 
in  China,  England,  Wales,  Ireland,  Russia,  France,  Austria, 
Spain,  S\\itzerland,  Australia,  Peru,  ^Mexico,  and  Canada,  but 
though  anthracite  coal  has  been  duty-free  for  over  forty  years,. 

^  Mineral  Resources,  1907,  pt.  2,  p.  38;  and  1910,  pt.  2,  p.  26. 
'  Saward's  Cod  Trade,  1906,  p.  114. 
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the  imports  into  the  United  States  have  been  so  small  as  to  be 
almost  negHgible.^ 

The  hard  coal  deposits  of  Pennsylvania,  which  is  the  greatest 
anthracite  producing  section  in  the  world,  are  localized  to  a 
remarkable  degree.  Five  counties  in  the  northeastern  part  of  the 
State  produce  96  per  cent  of  the  total  output  of  this  country 
The  total  area  in  the  State  containing  workable  beds  is  only  484 
square  miles,  whereas  the  bituminous  and  lignite  coal  fields  of  the 
United  States  underhe  an  area  of  496,000  square  miles. ^  The 
foregoing  map,  giving  both  the  anthracite  and  the  bituminous 
coal  areas  of  Pennsylvania,  shows  the  limited  area  of  the  an- 
thracite deposits.  But  notwithstanding  the  Hmited  area  of  the 
anthracite  fields,  the  anthracite  coal  industry  has  grown  to 
enormous  proportions.  The  six  most  important  mineral  pro- 
ducts of  the  United  States,  with  their  value  in  191 1,  are  given 
in  the  following  table.^ 

Value  of  Product 

Bituminous  and  lignite t45i,ooo,ooo 

Pig  iron 327,000,000 

Anthracite 175,000,000 

Clay  products 162,000,000 

Copper 137,000,000 

Petroleum 134,000,000 

Anthracite  coal,  therefore,  in  191 1,  was  exceeded  in  value  of 
product  by  only  two  other  mineral  products,  metallic  and  non- 
metalhc,  viz.,  bituminous  coal  and  pig  iron.  Its  value  was 
$13,000,000  greater  than  the  value  of  clay  products,  and  $38,000,- 
oco  greater  than  the  value  of  copper. 

The  anthracite  coal  region  of  Pennsylvania  is  divided  ^  geo- 
logically into  four  fields.  First,  the  Northern  or  Wyoming  field, 
extending  from  Forest  City  to  Shickshinny,  a  distance  of  55  miles 
with  a  maximum  width  of  6  miles,  and  containing  176  square 
miles  of  coal  beds.     The  principal  cities  in  this  region  are  Wilkes- 

1  See  p.  174. 

^  Mineral  Resources,  191 1,  pt.  2,  p.  173. 

'  Ibid.,  1907,  pt.  2,  p.  31. 

*  Ibid.,  191 1,  pt.  I,  pp.  105-106. 

^  See  Map  II,  p.  7. 
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Barre  and  Scranton.  Twenty-five  miles  to  the  northwest  are 
several  small  detached  areas,  of  which  the  principal  is  the  Bernice 
coal  basin  in  Sullivan  County,  containing  about  2000  acres  of  coal 
lands.  Second,  the  Eastern  Middle  field,  containing  only  33 
square  miles  of  coal  lands,  lying  about  15  miles  south  and  south- 
west of  the  western  end  of  the  Northern  basin,  with  a  maximum 
length  of  26  miles  and  a  maximum  width  of  10  miles.  The 
principal  town  is  Hazelton.  Third,  the  Western  Middle  field, 
lying  southwest  of  and  adjoining  the  Eastern  Middle  basin. 
This  field  is  36  miles  long  and  4  to  5  miles  wide  and  contains  94 
square  miles.  Within  this  region  are  two  distinct  basins,  the 
Mahanoy  on  the  east  and  the  Shamokin  on  the  west,  which  are  of 
equal  size  and  importance.  The  principal  towns  in  this  field  are 
Shenandoah,  Mahanoy  City,  Ashland,  Mount  Carmel,  and 
Shamokin.  Fourth,  the  Southern  or  Schuylkill  field,  the  largest 
of  the  geographic  divisions,  with  an  area  of  181  square  miles. 
The  Schuylkill  field  lies  south  of  and  approximately  parallel  to 
the  Western  Middle  field,  which  it  adjoins  for  a  short  distance. 
It  extends  from  Mauch  Chunk  on  the  Lehigh  river  to  Dauphin  on 
the  Susquehanna  river,  a  distance  of  70  miles.  It  has  a  maximima 
width  at  Potts ville  of  8  miles,  but  tapers  gradually  toward  the  east 
and  the  west.    The  principal  towns  are  Pottsville  and  Tamaqua. 

For  trade  purposes,  however,  which  is  the  classification  fol- 
lowed in  this  study,  the  anthracite  coal  region  is  divided  into 
three  fields  —  the  Wyoming,  the  Lehigh,  and  the  Schuylkill  — 
the  Wyoming  or  Northern  field,  including  for  trade  purposes  the 
product  of  the  Bernice  Coal  basin;  the  Lehigh  field,  consisting 
of  the  Eastern  Middle  basin  referred  to  above,  and  of  the  eastern 
end  of  the  Schuylkill  field,  known  as  the  Panther  Creek  basin, 
extending  from  Mauch  Chunk  to  Tamaqua;  and  the  Schuylkill 
field,  which  includes  the  larger  part  of  the  Schuylkill  basin,  i.  e., 
all  lying  west  of  Tamaqua,  and  also  the  Western  Middle  field.^ 

In  tracing  the  early  development  of  the  coal  trade  these  three 
regions  • —  the  Wyoming,  the  Lehigh,  and  the  Schuylkill  —  are 
considered  separately,  as  the  development  of  each  region  pro- 

^  Twenty-second  Annual  Report  of  the  U.  S.  Geological  Survey,  1900-01,  pt.  3, 
pp.  63-65. 
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ceeded  independently,  for  the  most  part,  of  the  development  of 
the  other  regions. 

Wyoming  Region 

Anthracite  coal  was  first  discovered  in  the  Wyoming  region. 
In  1762  Parshali  Terry  and  a  company  of  Connecticut  pioneers 
found  coal  on  the  banks  of  the  Susquehanna  river,  near  the  site 
of  the  present  city  of  Wilkes-Barre.^  It  was  in  this  same  field, 
also,  that  the  first  successful  attempt,  of  which  we  have  any 
record,  was  made  to  burn  coal.  Obadiah  Gore,  a  blacksmith, 
who  had  migrated  to  the  Wyoming  Valley  from  Connecticut,  used 
it  for  fuel  in  his  forge  at  Wilkes-Barre  in  1769.^  It  soon  became 
the  chief  fuel  used  in  the  valley.  As  early  as  1775  a  cargo  of 
Wyoming  coal  was  floated  down  the  Susquehanna  river  in  boats  to 
Harrisburg,  and  from  there  was  conveyed  by  wagons  to  the  Gov- 
ernment arsenal  at  CarHsle,  for  use  in  the  manufacture  of  arms 
for  the  Revolutionary  soldiers.^  This  is  the  first  recorded  ship- 
ment of  anthracite  to  market,  but  during  the  Revolutionary  War 
similar  shipments  were  made  annually. 

The  Wyoming  region  was  first  developed,  however,  by  Abijah 
Smith,  who  had  rciigrated  from  Connecticut  in  1806  and  settled 
at  Plymouth,  at  the  southern  end  of  the  Northern  basin.  He 
purchased  75  acres  of  coal  lands  for  about  $500,  and  began  at 
once  the  mining  of  coal.^  In  the  fall  of  1807  he  shipped  about 
50  tons  of  anthracite  to  Columbia,  Lancaster  County,  Pennsyl- 
vania, and  in  the  following  year  several  "  ark  "  loads  were  sent 
to  Columbia  and  elsewhere.^  Abijah  and  his  brother  John,  who 
soon  joined  him  in  the  business,  had  many  difficulties  to  contend 
with.  A  market  for  their  coal  had  first  of  all  to  be  established,  as 
the  value  and  use  of  anthracite  was  Httle  known.  Though  experi- 
ments had  already  been  made  showing  that  the  coal  would  burn 
successfully  in  an  open  grate  and  in  a  stove,  yet  anthracite  up  to 
that  time  had  been  used  almost  entirely  in  furnaces  and  forges. 

^  Kulp,  Coaly  its  Antiquity,  Discovery  and  Early  Development,  pp.  7,  10. 

2  Ihid.,  pp.  11-12. 

'  Hazard's  Register,  xiii,  p.  209. 

*  Wright,  Historical  Sketches  oj  Plymouth,  p.  315. 

^  Kulp,  op.  cit.,  p.  13. 
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The  Smith  brothers  created  a  demand  for  coal  for  domestic  pur- 
poses by  setting  up  grates  in  public  houses  and  demonstrating 
its  use  and  convenience.  Added  to  this  difficulty  of  creating  a 
market  was  that  of  transporting  their  coal  to  market.  They 
shipped  their  coal  (in  "  arks,"  holding  some  60  tons)  doTVTi  the 
Susquehanna  river,  but  about  one  ark  out  of  every  three  either 
sank  to  the  bottom  or  was  grounded  on  the  rapids.  When  we 
consider  that  the  Susquehanna  was  the  largest  and  most  na\igable 
waterway  in  the  coal  fields,  the  difficulties  of  transportation  in 
the  other  fields  may  well  be  imagined.  In  spite  of  these  obstacles, 
however,  the  Smith  brothers  shipped  annually  from  400  to  500 
tons  to  points  on  the  Lower  Susquehanna  river,  and  to  Balti- 
more, and  to  New  York.^  The  Smiths,  and  especially  Abijah, 
may  be  considered  the  real  pioneers  in  the  anthracite  coal  busi- 
ness, as  it  was  they  who  began  the  traffic  in  coal  as  an  article  of 
general  use.  They  carried  on  a  successful  trade  for  thirteen 
years  prior  to  1820,  the  usual  date  for  beginning  the  record  of 
coal  shipments.^ 

The  projector  of  the  Delaware  and  Hudson  Company  was  also 
early  in  the  field.  Coal  had  been  discovered  at  Carbondale,  near 
the  northern  extremity  of  the  Wyoming  region, in  1799.  In  181 2, 
Mr.  Wilham  Wurts,  a  young  Philadelphia  merchant,  bought 
large  blocks  of  coal  lands  in  the  neighborhood  of  Carbondale  for 
from  50  cents  to  S3. 00  an  acre.^  In  181 5  WilHam  and  his  brother 
Maurice  sent  their  first  ark  load  to  Philadelphia  by  the  Lacka- 
waxen  and  Delaware  rivers,^  but  for  several  years  thereafter  no 
further  shipments  are  recorded.  Transportation  by  the  above 
route  was  difficult  and  exceedingly  expensive.  The  cost  of 
hauling  the  coal  in  wagons  from  the  mines  at  Carbondale  to  the 
Lackawaxen  river  was  $2.50  per  ton,  and  in  addition  there  was 
the   cost  of   transportation  down   the  river   to  Philadelphia.^ 

'  Twenty-second  Annual  Report  of  the  U .  S.  Geological  Survey^   1900-01,  pt.  3, 

P-  75- 

2  See  p.  14. 

'  HoUister,  History  of  the  Lackawanna  Valley,  p.  287. 

*  Twenty-second  Annual  Report  of  the  U.  S.  Geological  Survey,  1900-01,  pt.  3, 

P-  75- 

*  Roberts,  Anthracite  Coal  Industry,  p.  62. 
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Furthermore,  the  discoveries  of  coal  in  the  Lehigh  and  the 
Schuylkill  fields  ^  suggested  to  the  Wurts  Brothers  that  the 
natural  outlet  for  the  coal  of  the  Northern  field  was  not  Phila- 
delphia but  New  York.  They  decided,  then,  in  1822  to  build  a 
railroad  and  a  canal  from  their  coal  mines  at  Carbondale  to  some 
point  on  the  Hudson  river  in  New  York  State,  whence  shipments 
could  be  made  to  New  York  City.  By  an  Act  of  the  Pennsyl- 
vania Legislature,  passed  March  13,  1823,  Maurice  Wurts  was 
authorized  to  improve  the  navigation  of  the  Lackawaxen  river 
up  to  the  Delaware  river.^  On  April  23,  1823,  the  Delaware  and 
Hudson  Canal  Company  was  chartered  by  the  State  of  New  York, 
and  authorized  to  construct  a  canal  from  the  Delaware  river  to 
such  point  on  the  Hudson  as  the  corporation  judged  best.  The 
Delaware  and  Hudson  Canal  Company  was  also  authorized  to 
contract  with  Maurice  Wurts  for  the  purchase  of  the  right  con- 
ferred upon  him  to  improve  the  navigation  of  the  Lackawaxen 
river.^  The  authority  to  transfer  this  right  was  given  by  the 
Legislature  of  Pennsylvania  in  April,  1825.^  The  connecting 
link  between  these  waterway  projects  and  the  coal  mines  at 
Carbondale  was  formed  by  the  building  of  a  gravity  railroad. 
The  authority  to  acquire  coal  lands  in  Pennsylvania  had  been 
given  the  Delaware  and  Hudson  both  by  its  charter  ^  and  by  acts 
of  the  Pennsylvania  Legislature.® 

Fortunately  for  the  Delaware  and  Hudson  Canal  Company 
public  confidence  in  canal  enterprises  was  strong  at  this  time,  and 
the  company  had  no  difficulty  in  securing  the  requisite  capital. 
The  books  of  the  company  were  opened  to  subscription  on  Janu- 
ary 8,  1825,  and  all  the  stock  ($1,500,000)  was  taken  on  the  same 
day.^  The  Delaware  and  Hudson  Canal  Company  soon  had 
many  difficulties  to  contend  with,  and  was  even  compelled  to  bor- 
row money  from  the  State  to  relieve  its  financial  embarrassment. 

^  See  pp.  10  et  seq.  and  pp.  16  et  seq. 

^  Laws  of  Penn.,  1823,  ch.  61. 

3  Laws  of  N.  Y.,  1823,  ch.  238,  p.  305. 

^  Laws  of  Penn.,  1825,  ch.  78. 

^  Laws  of  N.  F.,  1823,  ch.  238,  p.  305. 

^  Laws  of  Penn.,  1825,  ch.  78. 

'  Niks  Register,  xxvii,  p.  336  (1825). 
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In  1829,  however,  the  gravity  railroad/  extending  from  Carbon- 
dale  to  Honesdale  (16  miles),  and  the  canal,  extending  from  Hones- 
dale  to  Rondout  on  the  Hudson  (107  miles),  were  completed  at  a 
cost  of  $2,305,599.2  During  that  year  7000  tons  of  coal  were  sent 
down  the  Hudson  river  to  New  York  City.  From  that  time  on 
the  trade  grew  rapidly.  The  shipments  of  coal  from  this  region 
in  the  year  1834  were  43,000  tons,  but  normally  at  this  time  they 
were  nearer  100,000  tons,  over  110,000  tons  ha\dng  been  sent  to 
market  from  this  region  in  1833.^  By  the  end  of  the  first  period 
(1834),  then,  though  the  total  output  was  as  yet  comparatively 
small,  the  development  of  the  Wyoming  field  was  wxll  under  way. 

Lehigh  Region 

Coal  was  first  discovered  in  the  Lehigh  field  in  1791  near  the 
town  of  Mauch  Chunk.  Philip  Ginter,  a  hunter,  accidentally 
kicked  a  black  stone  which  lay  in  his  path,  and  thinking  that 
perhaps  it  might  be  ''  stone  coal,"  he  picked  it  up,  and  carried  it  to 
Colonel  Jacob  Weiss,  who  hved  at  Fort  Allen.  Colonel  Weiss 
took  it  to  Philadelphia,  and  show^ed  it  to  some  of  his  friends,  who 
wxre  convinced  of  its  value  and  who  recompensed  Ginter  for  show- 
ing them  where  he  had  found  the  coal.  In  the  following  year 
(1792)  Weiss  and  his  friends,  including  Robert  Morris,  the  cele- 
brated financier,  formed  the  Lehigh  Coal  Mine  Company,  but 
without  a  charter  of  incorporation,  and  purchased  about  eight  or 
ten  thousand  acres  of  coal  lands.^  This  company  in  1793  built 
a  road  from  the  mines  to  the  Lehigh  river  near  IMauch  Chunk, 
and  attempted  to  ship  the  coal  down  the  river  to  market.^  But 
the  nearest  market  was  Philadelphia,  about  a  hundred  miles 
away,  and  this  could  hardly  be  said  to  be  a  market,  as  stone  coal 

^  It  was  upon  this  gravity  railroad  that  there  was  put  into  use,  in  1829,  the  first 
locomotive  ever  to  run  on  a  railroad  track  in  America.  Brown,  The  History  of  the 
First  Locomotives  in  America,  p.  83,  and  Clark,  The  Wyoming  Valley,  p.  78. 

2  Hazard's  Register,  xiii,  pp.  210-21 1. 

'  See  Appendix,  Table  I. 

*  Memoirs  of  the  Historical  Society  of  Pennsylvania,  i,  p.  321,  "A  Brief  Account 
of  the  Discovery  of  Anthracite  Coal  on  the  Lehigh." 

^  Hazard,  "  History  of  the  Introduction  of  Anthracite  Coal,"  Memoirs  of  the 
Historical  Society  of  Pennsylvania,  ii,  p.  157. 
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was  then  distinctly  a  novelty.  The  coal,  furthermore,  lay  in  the 
midst  of  a  mountainous  region,  and  could  only  with  great  diffi- 
culty be  brought  to  market.  Hence  the  undertaking  was  tem- 
porarily abandoned.  The  difhculties  of  transportation  con- 
stituted at  this  time  one  of  the  main  obstacles  to  the  development 
of  the  coal  trade.  Coal  which  was  worth  from  $i  to  $2  at  the 
mines  sold  for  $10  to  $20  in  the  market,  transportation  charges 
thus  constituting  about  90  per  cent  of  the  market  price,  whereas  at 
the  present  time  they  are  about  30  per  cent.  Furthermore,  the 
effort  of  the  Coal  Mine  Company  was  premature.  There  was  a 
plentiful  supply  of  wood  for  fuel,  and  such  demand  as  there  was 
for  coal  for  industrial  purposes  could  easily  be  filled  by  the  Liver- 
pool and  Virginia  coals.  The  need  of  some  new  fuel  supply  was 
not,  as  yet,  a  factor  in  stimulating  the  development  of  the  anthra- 
cite coal  fields. 

In  1798  the  navigation  of  the  Lehigh  river  was  somewhat 
improved  by  a  company  organized  for  that  purpose.  Five  years 
later,  in  1803,  the  Lehigh  Coal  Mine  Company  again  resumed 
operations.  Six  "  arks ''  containing  coal  were  sent  down  the 
river,  but  only  two  of  them  reached  their  destination,  and  it  was 
with  great  difficulty  that  the  coal  was  disposed  of.  The  city 
authorities  of  Philadelphia  finally  purchased  it  for  use  in  their 
steam-engine  at  the  water  works,  but  could  not  make  it  burn. 
It  was  later  used  for  gravelling  the  walks  of  their  grounds.^ 
This  experience  was  that  of  many  of  the  early  experimenters  with 
anthracite.  The  inabiHty  to  ignite  the  coal  was  probably  due 
to  the  fact  that  the  early  miners  could  not  distinguish  coal  from 
bone  and  slate,  and  therefore  sent  it  all,  coal  and  impurities,  to 
market.  In  1808,  however.  Judge  Jesse  Fell  successfully  burned 
anthracite  coal  in  an  iron  grate  in  his  fireplace.^  This  successful 
experiment  was  given  considerable  pubHcity,  and  did  a  great  deal 
at  the  time  to  create  a  belief  in  the  utility  of  anthracite. 

Shortly  thereafter  the  War  of  181 2,  by  closing  our  ports  to  the 
entry  of  foreign  and  Virginia  coals,  brought  about  a  coal  shortage 
in  the  coast  cities.      This  had  the  effect  of  stimulating  further 

*  Daddow  and  Bannan,  Coaly  Iron  and  Oil,  pp.  11 5-1 16. 

2  Fell,  Memoirs  oj  the  Historical  Society  oj  Pennsylvania,  ii,  p.  163. 
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attempts  to  develop  the  anthracite  coal  deposits,  which  were  the 
most  accessible  sources  of  fuel  supply.  Toward  the  close  of  1813, 
Jacob  Cist,  Charles  Miner,  and  John  Robinson  decided,  if  satis- 
factory arrangements  could  be  made  with  the  Lehigh  Coal  ^line 
Company,  to  undertake  the  development  of  their  property.  In 
December,  18 13,  a  lease  was  secured  from  the  Company,  which 
gave  Cist  and  his  associates  the  pri\ilege  of  taking  for  ten  years  as 
much  coal  as  they  desired,  provided  that  every  year  a  small 
quantity  of  coal  was  shipped  to  market.  The  extremely  favor- 
able terms  of  the  lease  show  the  difficulty  in  bringing  the  coal  to 
market  and  disposing  of  it.  In  18 14  five  arks  of  coal  were  started 
dowTi  the  Lehigh,  but  the  channel  of  the  river  was  quite  crooked 
and  the  stream  was  full  of  rocks,  and  only  two  of  the  arks  reached 
Philadelphia.  In  addition  to  this  uncertainty  of  transportation 
there  was  the  difficulty  of  selling  the  coal  which  had  successfully 
braved  the  perils  of  na\igation.  Handbills  were  pubKshed  in 
English  and  in  German  explaining  how  to  burn  the  coal,  and  cer- 
tificates as  to  the  value  of  the  coal  were  secured  from  black- 
smiths, —  though  it  was  sometimes  necessary  to  bribe  the  journey- 
men in  order  to  induce  them  to  give  the  experiment  of  burning  the 
coal  a  fair  trial.  But  more  effective  than  any  efforts  in  this  direc- 
tion was  the  rise  in  price  of  charcoal  as  the  result  of  the  war,  which 
forced  manufacturers  to  try  the  experiment  of  using  anthracite. 
Their  experiments  with  it  were  successful,  and  the  value  of  anthra- 
cite came  to  be  more  generally  recognized.  But  upon  the  ces- 
sation of  hostihties  coal,  which  had  been  selling  for  $21  per  ton, 
fell  below  the  cost  of  transporting  it  to  market,  and  the  business 
was  consequently  abandoned.^ 

This  failure,  however,  did  not  discourage  the  coal  pioneers. 
In  December,  181 7,  Josiah  White,  an  engineer  of  unusual  ability, 
and  Erskine  Hazard,  who  were  desirous  of  securing  coal  for  their 
wire  works  at  the  Falls  of  the  Schuylkill,  purchased  an  immense 
amount  of  coal  lands  in  the  neighborhood  of  Mauch  Chunk. 
White  had  had  some  experience  with  anthracite  in  the  Schuylkill 
region,  and  had  been  the  moving  spirit  in  securing  the  charter  for 
the  Schuylkill  Na\igation  Company^  but  not  being  able  to  agree 

1  Hazard's  Register,  xiii,  pp.  273-274  (Letter  of  Charles  Miner).      ^  ggg  pp^  17-18. 
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with  those  who  were  in  control  of  the  company,  he  turned  to  the 
Lehigh  field.  He  came  to  the  conclusion,  also,  that  coal  could  be 
secured  more  cheaply  in  this  field.  In  the  following  month, 
January,  1818,  a  lease  of  the  property  of  the  Lehigh  Coal  Mine 
Company  was  taken  for  twenty  years,  the  only  condition  of  the 
lease  being  that,  after  a  given  time  for  preparation,  the  lessees 
were  to  dehver  in  Philadelphia  for  their  own  benefit  at  least 
40,000  bushels  or  approximately  1500  tons  annually,  and  were  to 
pay  on  demand  an  annual  rental  of  one  ear  of  corn.^  Permission 
was  then  obtained  from  the  Legislature  to  improve  the  naviga- 
tion of  the  Lehigh  river.  An  Act,  passed  on  March  20,  18 18, 
conferred  upon  White  and  his  associates  practically  the  sole 
jurisdiction  of  the  Lehigh  river.  The  natural  navigation  of  the 
river  at  this  time  was  so  dangerous  and  the  transportation  of  coal 
so  difficult,  that  some  such  inducement  was  felt  to  be  necessary 
in  order  to  secure  the  improvement  of  the  navigation  of  the  river.  2 
To  secure  the  necessary  capital.  White,  Hazard,  and  Hauto,  who 
had  later  become  a  partner,  proposed  to  create  a  joint-stock 
company,  which  should  undertake  both  the  improvement  of  the 
navigation  and  the  working  of  the  coal  mines.  But  as  some 
favored  the  project  of  improving  the  navigation  and  others  the 
mining  of  coal,  two  separate  companies  were  formed.  The  Le- 
high Navigation  Company,  with  a  capital  of  $50,000,  was  formed 
August  10,  1818,  to  undertake  the  improvement  of  the  Lehigh 
river.  To  this  company  White  and  his  associates  transferred  all 
their  privileges  in  the  navigation,  but  they  still  retained  the 
exclusive  management  of  the  concern  and  a  claim  upon  a  per- 
centage of  the  profits.  The  Lehigh  Coal  Company  to  which 
White,  Hazard,  and  Hauto  granted  all  their  real  estate,  was 
formed  October  21,  18 18,  with  a  capital  of  $55,000.  This  com- 
pany was  to  mine  the  coal,  and  to  deliver  it  at  the  river  to  the 
Navigation  Company.^ 

*  T.  C.  James,  "  History  of  Lehigh  Coal  and  Navigation  Company,"  quoted  in 
Mineral  Industry,  iv,  p.  147.  See  also  "  Memoir  of  Josiah  White,"  by  S.  W.  Roberts, 
quoted  in  Memoirs  of  the  Historical  Society  of  Pennsylvania,  \,  p.  330. 

2  Hazard's  Register,  xiii,  p.  194. 

'  T.  C.  James,  "  History  of  Lehigh  Coal  and  Navigation  Company,"  quoted  in 
Mineral  Industry,  iv,  pp.  149-150. 
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Yet  before  the  operations  of  these  companies  could  meet  with 
any  success,  a  number  of  difficulties  had  to  be  overcome.  A 
severe  drought  showed  that  the  supply  of  water  in  the  Lehigh 
river  could  not  be  depended  upon  to  furnish  regular  na\dgation, 
and  it  became  necessary  to  resort  to  artificial  freshets  to  make  the 
river  navigable  when  coal  was  en  route.  In  the  spring  of  1820 
considerable  damage  was  caused  by  ice.  To  improve  the  naviga- 
tion, the  two  companies,  on  April  21,  1820,  agreed  to  unite,  pro- 
viding $20,000  could  be  raised.  This  amount  was  subscribed  and 
the  navigation  was  resumed.^  In  the  same  year  (1820)  365  tons 
of  coal  were  sent  to  market.  Though  this  shipment  had  been  pre- 
ceded by  many  others,  it  was  the  first  by  any  of  the  companies 
now  engaged  in  the  transportation  of  coal,  and  the  standard 
tables  of  shipments  begin  with  this  one  by  the  Lehigh  Coal  and 
Na\dgation  Company.  In  carrying  out  the  plan  of  union 
agreed  upon  the  Lehigh  Coal  and  Na\'igation  Company  was 
incorporated,  February  13,  1822.^  The  charter  of  the  company 
renewed  the  privileges  of  the  original  coal  company,  which 
included  both  the  mining  and  the  transportation  of  coal  and  the 
charging  of  tolls  for  the  use  of  the  river.  In  the  new  company 
White  and  Hazard  became  ordinary  stockholders,  giving  up  all 
the  exclusive  privileges  which  they  had  formerly  held.  The 
State  reserved  the  right  to  acquire  the  improvements  on  the  river 
at  the  end  of  thirty-six  years  (but  this  right  was  not  exercised). 

In  1826  the  shipments  of  coal  to  market  from  this  region 
amounted  to  about  31,000  tons.^  As  this  was  rapidly  wearing 
away  the  wagon  road  which  had  been  built  from  the  mines  to  the 
river,  the  road  was  replaced  in  1827  by  a  gra\dty  railroad,  nine 
miles  in  length.  This  was  the  first  railroad  built  in  Pennsylvania, 
and  the  first  in  the  United  States,  except  a  much  shorter  railroad 
in  a  granite  quarry  in  Massachusetts^     Further  improvements 

^  T.  C  James,  "  History  of  Lehigh  Coal  and  Navigation  Company,"  quoted  in 
Mineral  Industry,  iv,  pp.  149-150. 

2  Laws  of  Penn.,  1822,  ch.  20. 

'  Erskine  Hazard  wrote  in  January,  1827,  "  Anthracite  coal  promises  to  become 
the  largest  and  most  profitable  staple  of  Pennsylvania."  — Memoirs  oj  the  Hisloricat 
Society  of  Pennsylvania,  u,  p.  161. 

*  "  Memoir  of  Joseph  White,"  op.  cU. 
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were  soon  seen  to  be  necessary.  Up  to  this  time  the  descending 
navigation  had  been  accomplished  by  artificial  freshets,  the  first 
regular  use  of  this  method  of  navigation.^  There  was,  of  course, 
no  ascending  navigation  by  this  method,  and  for  a  number  of 
years  the  men  who  brought  the  boats  down  had  returned  on  foot. 
But  to  build  a  new  boat  for  every  load  was  costly,  and  at  the 
rapid  rate  of  consumption  was  sure  ere  long  to  use  up  all  the 
available  lumber  supply.  The  Lehigh  region  was  at  a  disadvan- 
tage, furthermore,  in  that  the  Schuylkill  region  had  an  uninter- 
rupted slack-water  navigation.  It  was  decided,  therefore,  to 
change  the  navigation  on  the  Lehigh  into  a  slack-water  naviga- 
tion. Upon  the  completion  of  the  gravity  railroad  in  1827,  this 
work  was  vigorously  undertaken.  The  Lehigh  Canal  extending 
from  Mauch  Chunk  to  Easton  (46  miles)  was  completed  in  July, 
1829.2 

These  improvements  in  navigation  extended  only  to  the  town 
of  Easton,  where  the  Lehigh  river  flowed  into  the  Delaware 
river.  The  Lehigh  Coal  and  Navigation  Company  desired  to 
improve  the  Delaware,  and  thereby  secure  better  navigation 
to  Philadelphia.  It  applied  to  the  Legislature  for  authority  to 
carry  out  this  project,  but  the  privilege  was  not  granted,  as  the 
State  proposed  to  undertake  the  improvement  itself.  This 
canal,  which  might  be  considered  an  extension  of  the  canal  of  the 
Lehigh  Coal  and  Navigation  Company,  was  available  for  active 
use  by  the  latter  part  of  1832,  though  water  had  been  let  into  it 
two  years  previously.  The  greatest  effectiveness  of  the  Delaware 
Division  Canal  was  not  attained,  however,  because  of  the  failure 
to  make  its  size  uniform  with  that  of  the  Lehigh  Canal.  The 
narrowness  of  the  locks  made  it  necessary  for  the  boats  of  the 
Coal  and  Navigation  Company  to  trans-ship  at  Easton,  and  this 
checked  the  development  of  the  coal  trade  by  this  route. ^ 

Toward  the  close  of  this  period  still  another  canal,  furnishing 
an  outlet  from  the  Lehigh  region,  was  built,  the  object  being,  as 

1  Hazard's  Register,  xiii,  p.  299,  "  Answer  of  the  Lehigh  Coal  and  Navigation 
Company." 

2  "  Memoir  of  Josiah  White,"  op.  cit. 

^  Jones,  Anthracite-Tidewater  Canals,  pp.  60-63. 
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in  the  case  of  the  other  canals  previously  mentioned,  the  develop- 
ment of  the  anthracite  coal  trade.  It  was  proposed  at  first  that 
the  Morris  Canal,  to  extend  from  Easton  across  the  State  of  New 
Jersey  to  New  York,  should  be  built  by  the  State,  but  its 
construction  was  finally  undertaken  by  a  private  company 
incorporated  in  the  latter  part  of  1824.  Behef  in  the  success  of 
the  project  was  so  great  that  the  company's  capital  was  sub- 
scribed twenty  times  over.  The  work  of  construction  was 
commenced  in  July,  1825,  and  the  line  from  Easton  to  Newark, 
New  Jersey,  completed  on  November  2,  1831.  The  usefulness  of 
the  canal  was  greatly  diminished  through  the  lack  of  a  New  York 
connection,  the  canal  boats  being  too  small  to  permit  of  their 
being  towed  to  New  York  harbor.  In  1834  a  loan  was  secured  for 
the  extension  of  the  canal  to  Jersey  City.  But  not  during  this 
period,  nor  in  fact  for  several  years  to  come,  was  the  canal  a  real 
factor  in  the  coal-carrying  trade. ^  Mention  of  it  seems  appro- 
priate, however,  as  it  was  one  of  the  numerous  projects  under- 
taken to  further  the  development  of  the  anthracite  coal  industry. 
As  the  result  of  these  improvements  in  transportation,  espec- 
ially those  undertaken  by  the  Lehigh  Coal  and  Navigation 
Company,  the  trade  developed  rapidly.  The  shipments  of  coal, 
which  had  been  365  tons  in  1820  and  a  Httle  over  1000  tons  in 
1821,  had  risen  by  1834  to  106,000  tons.  And  this  was  approxi- 
mately the  normal  production  at  that  time  of  the  Wyoming  field 
also,  though  considerably  in  excess  of  the  production  of  the 
Wyoming  field  in  that  particular  year.^ 

ScHi'YLKiLL  Region 

In  that  portion  of  the  Schuylkill  region  known  as  the  Western 
Middle  field,  the  presence  of  coal  was  known  as  early  as  1770,  but 
not  until  1834  were  these  beds  developed.^  In  the  Southern 
portion  of  the  Schuylkill  region  anthracite  appears  to  have  been 
first  noticed  about  1790.  There  is  a  story  that  Nicho  Allen  on 
one  of  his  hunting  expeditions  had  built  a  fire  on  some  rocks  and 

^  Jones,  Anthracite-Tidewater  Canals,  pp.  106-115. 

2  See  Appendix,  Table  I. 

'  Twenty-second  Annual  Report  of  the  U.  S.  Geological  Survey,  1900-01,  pt.  3, 

P-  75- 
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gone  to  sleep.  He  awoke  to  find  the  rocks  a  glowing  mass  of  fire, 
and  in  the  morning  noticed  that  the  rocks  corresponded  to  the 
usual  descriptions  of  anthracite  coal.^  The  first  shipment  of  coal 
from  this  region  was  made  about  1800,  when  William  Morris  took 
a  wagon-load  to  Philadelphia.  This  appears  to  have  been  the 
first  shipment  of  anthracite  coal  to  Philadelphia  and  the  first  to 
tide-water.  Morris  was  unable  to  sell  his  coal,  however,  and 
retired  from  the  business  disheartened.^ 

Early  in  181 2  Colonel  George  Shoemaker  of  Pottsville  hauled 
nine  wagon-loads  of  coal  to  Philadelphia,  and  attempted  to  find  a 
market  for  it.  He  was  called  an  impostor  for  trying  to  pass  off 
stone  on  the  people  for  coal,  but  by  persistence  managed  to  dis- 
pose of  two  of  his  loads  at  the  cost  of  transportation.  The 
remaining  seven  loads  of  coal  he  gave  away,  yet  the  very  men  to 
whom  he  had  given  his  coal  secured  a  writ  from  the  authorities  for 
his  arrest  as  a  swindler,  and  Colonel  Shoemaker  found  it  neces- 
sary to  flee  from  "  justice."  Those  who  had  purchased  his  coal, 
however,  had  unusually  good  success  with  it.  One  of  the  loads 
was  bought  by  Messrs.  White  and  Hazard,  manufacturers  at 
the  Falls  of  the  Schuylkill.^  Mr.  White  spent  a  whole  morning 
trying  by  various  devices  to  ignite  the  coal  he  had  purchased, 
but  finally  abandoned  the  attempt.  Returning  somewhat  later 
it  was  found  that  the  coal  had  developed  such  a  heat  that  the 
whole  furnace  was  in  danger  of  being  melted.  This  experiment 
became  widely  known,  and  made  many  friends  for  the  stone 
coal,  as  it  was  then  called.^  Messrs.  White  and  Hazard, 
stimulated,  no  doubt,  by  their  success  with  this  experiment, 
endeavored  in  181 2  to  secure  a  law  for  the  improvement  of  the 
Schuylkill  river,  but  their  plan  was  ridiculed  in  the  Legislature, 
and  their  attempt  to  get  a  charter  was  for  the  time  being  unsuc- 
cessful.^    The  Schuylkill  field  was  soon  opened  to  development, 

^  Daddow  and  Bannan,  Coal,  Iron  and  Oil,  p.  1 20. 

2  Hazard's  Register,  xiii,  p.  274.  Appendix  no.  18.  "  Extract  from  the  First 
Report  of  the  Pottsville  Board  of  Trade." 

'  For  the  part  White  and  Hazard  later  played  in  the  development  of  the  Lehigh 
region,  see  pp.  12  et  seq. 

*  Daddow  and  Bannan,  Coal,  Iron  and  Oil,  pp.  122-123. 

^  Hazard's  Register,  iii,  p.  302. 
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however,  by  the  Schuylkill  Xa\igation  Company,  chartered  by 
the  Pennsylvania  Legislature  on  March  8,  1815.^  This  company 
was  formed  for  the  double  purpose  of  securing  an  outlet  to  the 
seaboard  for  the  agricultural  and  lumber  products  of  the  Schuyl- 
kill Valley  and  of  forming  a  connecting  Hnk  in  the  improvements 
undertaken  by  the  State  of  Pennsylvania  to  secure  the  western 
trade.  It  had  at  its  inception  little  connection  with  the  coal  bus- 
iness. Though  there  had  been  some  shipments  of  coal  down  the 
Schuylkill  river  to  Philadelphia  in  18 14,  the  coal  trade  at  this 
time  was  not  regarded  as  of  much  importance.  It  was  not  to  be 
expected,  therefore,  that  the  company  should  be  incorporated 
vd\h  mining  pri\'ileges,  as  in  the  Wyoming  and  Lehigh  fields. 

The  construction  of  the  Schuylkill  canal  was  commenced  in 
the  middle  of  1816,  and  was  completed  (108  miles  in  length)  in 
1825  at  a  cost  of  nearly  83,000,000.^  Its  completion  was  suffi- 
ciently advanced  in  1822  to  permit  of  the  passage  of  nearly  1500 
tons  down  the  canal,  but  not  until  1825  was  the  na\'igation  in 
condition  to  permit  boats  to  go  all  the  way  from  Pottsville  to 
Philadelphia.^  In  that  year  about  6000  tons  of  coal  were  shipped 
down  the  canal.^  Quite  contrary  to  expectations,  the  carriage 
of  anthracite  coal  formed  the  chief  source  of  revenue  for  the  canal 
even  from  the  beginning.  In  1825,  the  first  year  when  a  separate 
account  of  the  articles  carried  was  kept,  the  tolls  received  from 
coal  amounted  to  $9700,  or  over  60  per  cent  of  the  total  receipts 
from  tolls,  and  in  the  succeeding  years  coal  became  even  more 
the  predominant  source  of  income  for  the  company.^  By  1825 
the  trade  from  the  Schuylkill  field  was  developing  rapidly.  By 
1834  over  200,000  tons  were  being  shipped  annually  by  the 
Schuylkill  Canal,  the  profits  on  the  transportation  of  which  went 
entirely  to  the  Schuylkill  Xa\'igation  Company,  —  w^hich  had, 
until  the  Philadelphia  and  Reading  Railroad  entered  this  field  in 
1842,  a  practical  monopoly  of  the  coal-carr\'ing  trade  of  the 
Schuylkill,  or  Southern,  region. 

*  Laws  of  Penn.,  1815,  ch.  62. 

2  Hazard's  Register,  xiii,  p.  187. 

'  Daddow  and  Barman,  Coal,  Iron  and  Oil,  p.  123. 

*  See  Appendix,  Table  I. 

^  Hazard's  Register,  xiii,  p.  187. 
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At  the  close  of  the  first  period,  ending  in  1834,  nearly  two- thirds 
of  the  total  shipments  of  anthracite  to  market  were  mined  in  this 
Southern  field.^  The  more  rapid  development  of  this  region  is 
easily  explained.  The  cost  of  opening  a  mine  in  the  Southern 
region  was  small.  The  surface  of  the  ground  was  quite  broken 
and  there  were  numerous  outcrops  which  could  be  cheaply  mined 
without  any  very  considerable  outlay.  In  the  Wyoming  field 
the  surface  was  more  even,  and  the  sinking  of  an  opening  below 
water  level  was  generally  required  in  order  to  mine  the  coal. 
This  retarded  the  development  of  the  Northern  field.  In  the 
Lehigh  region  the  coal  was  quite  accessible,  but  the  development 
of  this  region  was  undoubtedly  checked  by  the  high  tolls  charged 
by  the  Lehigh  Coal  and  Navigation  Company,  which  made  it 
difficult  for  the  independent  operators  to  compete.  The  Schuyl- 
kill Navigation  Company,  not  being  engaged  in  the  mining  of 
coal,  was  interested  in  furthering  the  development  of  the  coal 
fields  by  independent  operators.  During  this  early  period,  there- 
fore, it  followed  the  policy  of  lowering  tolls  in  order  to  develop 
trade.  In  1833  there  were  as  many  as  47  coal  operators  shipping 
over  the  Schuylkill  Canal,^  and  for  many  years  the  Southern  field 
was  developed  entirely  by  independent  operators,  the  transporta- 
tion companies  owning  no  coal  lands  and  conducting  no  mining 
operations  whatsoever. 

In  addition  to  these  5  canals,  some  short  railroads  were  built 
into  the  coal  fields  during  the  early  thirties.  The  longest  of  these 
was  the  Little  Schuylkill  Railroad,  some  20  miles  in  length,  which 
began  shipping  from  Tamaqua,  in  the  Southern  region,  in  1832. 
These  railroads,  many  of  which  were  owned  by  the  canal  com- 
panies, served  mainly  as  feeders  to  the  canals.  They  played 
little  part  during  this  early  period  in  the  growth  of  the  coal  trade. 

The  main  features  of  the  early  development  of  the  anthracite 
industry  may  be  briefly  summarized  as  follows : 

The  Wyoming  field  was  first  developed  on  any  considerable 
scale  by  the  Delaware  and  Hudson  Canal  Company,  which 
exercised  both  mining  and  transportation  privileges,  having,  in 

^  See  Appendix,  Table  I;  also  chart,  p.  103. 
2  Jones,  op.  cit.,  p.  131. 
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fact,  constructed  its  canal  in  order  to  secure  a  market  for  its  coal. 
The  Lehigh  region  was  developed  by  the  Lehigh  Coal  and  Naviga- 
tion Company,  which  was  likewise  engaged  in  both  the  mining 
and  the  transportation  of  coal,  and  which  had  constructed  its 
canal  for  the  purpose  of  securing  a  wider  market  for  its  coal. 
Two  other  canals,  the  Delaware  Division  Canal  and  the  Morris 
Canal,  were  built  during  the  early  part  of  the  thirties.  Both  of 
these  served  as  feeders  to  the  Lehigh  Canal,  but  neither  of  them 
possessed  any  mining  privileges.  In  the  Schuylkill  region  the 
conditions  were  notably  different.  Though  the  Schuylkill  Canal 
soon  became  primarily  a  coal-carrying  canal,  it  was  not  con- 
structed with  the  coal  trade  in  view,  and  was  never  granted 
mining  privileges.  The  production  of  coal  in  this  region  was 
carried  on  by  independent  operators. 

In  all  three  of  these  anthracite  fields  the  improvements  in 
transportation,  and  a  growing  recognition  of  the  value  of  anthra- 
cite, led  to  a  rapid  growth  of  the  coal  trade.  The  total  shipments 
of  coal  trebled  during  the  four  years  from  1826  to  1829,  and  quad- 
rupled during  the  succeeding  four  years. ^  There  was  in  fact  an 
over-development  of  the  industry,  especially  in  the  Schuylkill 
field,  which  was  followed  by  the  inevitable  reaction,  bringing 
with  it  much  financial  distress.  A  number  of  coal  companies  had 
been  incorporated  in  this  field,  and  they  were  held  responsible 
for  the  disastrous  state  of  the  trade.  It  was  maintained  that 
these  companies  had  not  been  incorporated  for  mining  purposes, 
but  purely  in  order  to  dispose  of  their  coal  lands  by  selHng  their 
stock.  To  develop  a  ready  market  for  their  stock  it  was  claimed 
that  they  had  paid  high  wages,  opened  mines  wastefuUy,  over- 
developed the  industry,  and,  when  the  wave  of  speculation  had 
been  carried  sufficiently  high,  had  sold  out  and  left  the  trade  in  a 
demoraHzed  state  for  the  independent  operators.^  There  was 
strong  opposition,  also,  to  the  union  of  transportation  and  mining 
privileges.  It  was  said  in  1833,  "  that  no  greater  evil  can  be 
inflicted  upon  a  coal  district  than  to  give  a  coal  company  control 
of  the  Railroad  or  Canal  leading  into  that  district."  ^    It  was 

*  See  Appendix,  Table  I.  '  Hazard's  Register,  xiii>  pp.  246-251. 

'  Taylor,  The  Effect  oj  Incorporated  Coal  Companies  upon  the  Anthracite  Coal 
Trade  oJ  Pennsylvania,  Pottsville,  1833. 
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charged  that  the  Delaware  and  Hudson  and  the  Lehigh  Coal  and 
Navigation  Company  had  locked  up  thousands  of  acres  of  coal 
lands,  which  had  previously  been  opened  to  development.  The 
Lehigh  Coal  and  Navigation  Company  was  accused,  in  addition, 
of  having  charged  exorbitant  tolls,  thereby  preventing  inde- 
pendent operators  from  competing  with  it  in  the  market,  and 
of  having  forced  the  miners  to  Hve  in  the  company's  houses  and 
to  buy  at  the  company's  stores  at  unjust  rates.^ 

These  complaints  became  so  frequent  that  in  March,  1833,  a 
Commission  was  appointed  by  the  Pennsylvania  Legislature  ''  to 
investigate  the  present  state  of  the  coal  trade  .  .  .  and  the  history 
of  the  mining  operations  generally,  with  a  view  to  ascertain  the 
effect  of  incorporated  com.panies  with  mining  and  trading  privi- 
leges on  the  progress  of  the  business  .  .  .  and  to  inquire  what 
further  legislative  provisions  are  necessary  to  protect,  facihtate 
and  encourage  this  industry."  2  'phg  Packer  Report,  so  named 
after  its  Chairman,  Samuel  Packer,  was  pubKshed  in  1834,  and 
provides  much  of  the  available  information  as  to  the  early  history 
of  the  industry.  The  Commission  addressed  a  long  list  of  ques- 
tions to  the  individuals  and  the  companies  prominent  in  the 
anthracite  coal  trade,  and  the  replies  received  are  of  interest  as 
showing  the  feeling  at  that  time  toward  incorporated  companies. 
Those  opposed  to  incorporated  companies  maintained  that 
mining  operations  could  be  conducted  much  more  economically 
by  individuals,  because  the  affairs  of  incorporated  bodies  always 
have  been  and  always  must  be  managed  by  those  unacquainted 
with  the  business  they  are  conducting,  Individual  operations, 
furthermore,  could  be  carried  on  without  an  agent  with  a  fat 
salary  at  every  turn,  and  without  a  lavish  waste  of  materials  at 
every  point.^  The  effect  of  incorporated  companies  upon  the 
general  prosperity  of  the  country  was  held  to  be  comparable  "  to 
the  dominion  of  despotism  and  tyranny,  usurping  the  rights  and 
trampling  upon  the  liberties  of  the  people."  *  The  inhabitants 
of  a  district  or  country  placed  under  their  control,  being  depen- 
dent upon  one  source  alone  for  bread,  would  soon  become  so  for 

^  Hazard's  Register,  xiii,  p.  278.  '  Ihid. 

2  Ibid.  4  /^^.^  p,  246. 
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their  opinions  also.^  Employees  would  be  compelled  to  vote  on 
all  questions  as  their  employers  wished,  or  be  discharged. ^  In 
favor  of  granting  the  privilege  of  incorporation  it  was  maintained 
that  indi\aduals  vdth.  Hmited  knowledge  would  not  be  wiUing  to 
hazard  enough  capital  in  the  coal  business  to  give  stabiHty  and 
permanency  to  the  mining  interests,  especially  as  the  expense  of 
operating  was  increasing  greatly  through  the  necessity  of  sinking 
below  water  level.^ 

The  Commission  concluded  that  it  was  ob\dous  that  incorpo- 
rated companies  had  generally  been  beneficial.  These  companies 
had  been  mainly  instrumental  in  introducing  the  use  of  anthra- 
cite coal,  and  they  had  furnished  a  regular  supply  of  coal  at  a 
reasonable 'price.  Nevertheless,  said  the  Commission,  incorpo- 
rated companies  should  be  formed  only  when  individual  means 
are  not  available.  At  this  day  individual  means  are  adequate 
and  there  is,  therefore,  no  greater  necessity  for  conferring  corpo- 
rate powers  upon  a  class  of  men  to  mine  coal  than  upon  a  society 
of  farmers  to  plough  their  lands.  It  therefore  recommended 
that  mining  be  left  open  to  the  free  and  untrammeled  exercise  of 
indi\ddual  enterprise.  The  question  as  to  whether  any  corporate 
privilege  was  necessary  could  be  determined  by  the  Legislature,^ 
but  ''  the  grand  evil  .  .  .  against  which  the  committee  would 
most  earnestly  protest,  is  in  giving  them,  in  addition  to  their 
mining  privileges,  the  control  of  a  canal  or  railroad,  with  power  to 
lock  up  at  pleasure  the  resources  of  a  whole  valley  or  com- 
munity." 5 

^  Hazard's  Register,  xiii,  p.  250.  *  Ibid.,  pp.  216-218. 

2  Ibid.,  p.  249.  ^  Ibid.,  p.  218. 

^  Ibid.,  p.  247. 


CHAPTER  II 
THE  HISTORY  OF  THE  INDUSTRY 

FROM   1834  TO    1873 

It  is  evident  from  the  Packer  Report  that  the  dangers  con- 
nected with  the  union  of  transportation  and  mining  privileges 
were  clearly  recognized  at  this  time.  Had  the  recommendations 
of  the  Commission  been  adopted,  and  the  transportation  and  the 
mining  of  coal  been  kept  separate,  the  complicated  system 
whereby  the  trade  is  now  controlled  would  never  have  arisen. 
That  these  recommendations  were  not  followed  becomes  clear 
from  a  study  of  the  industry  during  the  second  period,  1834  to 

1873- 

The  characteristic  features  of  this  period  are  the  development 
of  railroad  systems,  the  concentration  of  the  coal  lands  in  their 
hands,  and  the  elimination  of  the  canal  systems  as  dominant 
factors  in  the  development  of  the  industry.  As  for  the  first  of 
these,  the  extension  of  railroad  facilities  proceeded  more  slowly 
in  the  Wyoming  and  Lehigh  regions  -up  to  the  middle  of  the 
nineteenth  century  than  it  did  in  the  Schuylkill  region.  The 
Delaware  and  Hudson  Canal  Company  and  the  Lehigh  Coal  and 
Navigation  Company,  until  about  1850,  were  the  only  outlets  to 
tide- water  from  the  Wyoming  and  Lehigh  fields,  —  with  the 
exception  of  some  small  shipments  down  the  Susquehanna  river. 
Such  extensions  of  railroad  facilities  as  there  were  took  the  form 
of  lateral  roads  within  the  coal  fields,  serving  for  the  most  part  as 
feeders  to  the  existing  means  of  transportation.  One  of  the 
most  important  of  these  was  the  Lehigh  and  Susquehanna  Rail- 
road, begun  in  1837  and  completed  in  1846.  It  extended  from 
the  Susquehanna  river  at  Wilkes-Barre  southward  to  White 
Haven,  a  distance  of  nearly  20  miles.^  At  White  Haven  a  con- 
nection was  made  with  the  Lehigh  Canal,  which  had  been  ex- 

1  Daddow  and  Baiinan,  Coal,  Iron  and  Oil,  pp.  iii,  119. 
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tended  northward  from  Mauch  Chunk  to  WTiite  Haven.  The 
Lehigh  and  Susquehanna  Railroad  proved  to  be  a  most  valuable 
feeder  to  the  Lehigh  Canal. 

But  during  the  early  fifties  the  transportation  facilities  of 
the  Wyoming  and  Lehigh  fields  were  greatly  extended.  The 
Pennsylvania  Coal  Company,  which  had  been  chartered  in 
Pennsylvania  in  1838,  ''  for  the  purpose  of  mining  coal,  and  for 
transacting  the  usual  business  of  companies  engaged  in  mining, 
transporting  to  market,  and  selHng  of  coal,  and  the  other  pro- 
ducts of  coal  mines,"  ^  now  first  began  to  take  an  active  part  in 
the  coal  trade.  In  1850  it  built  a  gra\dty  railroad  extending  from 
Pittston  to  Hawley  on  the  Delaware  and  Hudson  Canal,  and 
also  purchased  large  amounts  of  coal  lands,  soon  becoming 
one  of  the  largest  producers  of  coal. 

In  the  following  year,  185 1,  the  Delaware,  Lackawanna  and 
Western  Railroad  Company  began  the  mining  of  coal.  This 
company  had  been  incorporated  in  1849,^  ^.nd  in  185 1  had  been 
authorized  by  the  Pennsylvania  Legislature  to  purchase  not  more 
than  1000  acres  of  coal  lands. ^  By  an  act  passed  in  1855  the 
quantity  of  coal  lands  which  the  Lackawanna  Railroad  might 
hold  was  increased  to  2000  acres,  and  the  Lackawanna  was  given 
specific  authority  to  "  hold  coal  lands,  and  to  mine,  purchase, 
transport  and  vend  coal."  ^  But  by  the  consoHdation  of  a  num- 
ber of  coal  companies  and  their  merger  with  the  Lackawanna 
Railroad,  the  amount  of  coal  property  owned  by  the  railroad  was 
considerably  increased.  The  Xanticoke  Coal  and  Iron  Company 
had  been  organized  under  an  act  of  the  Pennsylvania  Legislature 
passed  on  April  13,  1864,  and  had  been  authorized  to  acquire 
5000  acres  of  coal  lands.^  Under  the  authority  of  the  act  of 
April  13,   1868,  "  authorizing  the  merger  and  consoHdation  of 

^  Laws  of  Penn.,  1838,  no.  73. 

2  Xot  called  the  Delaware,  Lackawanna  and  Western  until  1853.  In  that  year 
an  act  of  the  Pennsylvania  Legislature  provided  for  the  consolidation  of  the  Lacka- 
wanna and  Western  Railroad  Company,  incorporated  in  1849,  ^^^  the  Delaware 
and  Cobb's  Gap  Railroad  Company,  incorporated  in  1850,  into  the  Delaware,  Lack- 
awanna and  Western  Railroad  Company. 

^  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  13.     See  Biblio.  no.  157. 

*  Laws  of  Penn.,  1855,  no.  118.  ^  Laws  of  Penn.,  1864,  no.  345. 
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coal  companies/^  ^  the  Steuben  Coal  Company  —  into  which  the 
Scranton  Coal  Company  had  already  been  merged  —  and  the 
Granby  Coal  Company  were  consolidated  on  June  i,  1868,  with 
the  Nanticoke  Coal  and  Iron  Company. ^  The  act  of  April  13, 
1868,  also  authorized  coal  companies  having  coal  lands  and 
mining  privileges  in  the  counties  of  Luzerne  and  Schuylkill  to 
merge  their  corporate  powers  ''  into  any  other  company  owning 
real  estate  in  the  same  county,  being  a  coal  or  mining  company, 
or  a  coal  and  iron  company,  or  a  company  having  mining  privi- 
leges." ^  It  was  provided  that  the  privileges  of  the  companies  so 
merged  should  be  transferred  to  the  company  into  which  the 
merger  was  made.  The  Nanticoke  Coal  and  Iron  Company  was, 
thereupon,  merged  into  the  Delaware,  Lackawanna  and  Western 
Railroad  on  June  23,  1870,^  and  the  Lackawanna  thereby  secured 
the  authority  to  own  coal  lands  which  had  been  conferred  upon 
these  coal  companies.  As  the  result  of  this  poHcy  of  consoHda- 
tion  the  Lackawanna  by  the  end  of  1870  had  acquired  some 
17,000  acres  of  coal  lands.^ 

The  Delaware,  Lackawanna  and  Western  rapidly  extended  its 
transportation  system  Hkewise.  In  1854  was  completed  the  Hne 
provided  for  in  its  charter,  extending  from  the  New  York  and 
Pennsylvania  boundary  line  southeasterly  across  the  State  of 
Pennsylvania  to  the  Delaware  river. ^  An  all-rail  connection  to 
tide- water  was  secured  in  1856  through  the  use  of  the  tracks  of  the 
Central  Railroad  of  New  Jersey  across  the  State  of  New  Jersey. 
In  December,  1868,  through  the  lease  of  the  Morris  and  Essex 
Railroad,  the  Lackawanna  secured  an  independent  outlet  to  tide- 
water at  Hoboken,  and  in  the  following  year,  through  the  lease  of 
the  Oswego  and  Syracuse  Railroad,  an  outlet  to  the  Lakes  at 
Oswego  was  secured.  An  important  adjunct  to  the  Lackawanna 
system  was  the  Lackawanna  and  Bloomsburg  Railroad,  extend- 
ing from  Scranton  to  Northumberland  in  the  southwestern  por- 

^  Laws  of  Penn.,  1868,  no.  878. 

2  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  17.     See  Biblio.  no.  157. 

^  Laws  of  Penn.,  1868,  no.  878. 

*  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  17.     See  Biblio.  no.  157. 

^  Ibid.,  p.  20. 

^  Ibid.,  pp.  13-14. 
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tion  of  the  coal  fields,  and  acquired  by  the  Delaware,  Lackawanna 
and  Western  Railroad  in  June,  1873.^ 

The  Lackaw^anna  was  soon  followed  in  the  coal  fields  by  the 
Lehigh  Valley  Railroad  Company, ^  which  in  1855  began  shipping 
from  Wilkes-Barre  in  the  Northern  field  to  Phillipsburg  on  the 
Delaware  river.  In  1864  this  road  acquired  the  Beaver  Meadow 
Railroad  and  Coal  Company,  organized  in  April,  1830,  and  in 

1868  acquired  the  Hazelton  Railroad  Company,  organized  in 
1836  under  the  name  of  the  Hazelton  Coal  Company.  Both  of 
these  companies  had  been  authorized  by  law  to  mine,  transport, 
and  sell  coal.  The  Lehigh  Valley  had  not  been  authorized  by  its 
charter  to  conduct  mining  operations,  but  by  the  acquisition  of 
these  companies  it  became  possessed  of  mining  privileges,  and, 
also,  of  some  very  valuable  coal  lands.  These  lands,  together 
with  those  acquired  through  the  purchase  of  the  stock  of  a  number 
of  other  coal  companies,  wxre  later  turned  over  to  the  Lehigh 
Valley  Coal  Company,  a  Pennsylvania  corporation,^  the  control 
of  which  the  railroad  acquired  in  November,  1875.^  In  the 
extension  of  its  railroad  system  the  Lehigh  Valley  leased  the 
Morris  Canal  and  Banking  Company  in  187 1,  in  order  to  secure 
an  outlet  to  tide-water,  but  the  canal  proved  inadequate,  and  the 
Easton  and  Amboy  Railroad  was  built  from  PhilHpsburg  to 
Perth  Amboy  in  1875.^     An  outlet  to  the  Lakes  was  secured  in 

1869  through  the  Pennsylvania  and  New  York  Canal  and  Rail- 
road Company,  extending  from  Wilkes-Barre  up  the  valley  of  the 
Susquehanna  to  the  Pennsylvania  and  New  York  boundary  Une, 
where  a  connection  was  made  with  the  Erie  Railroad.^ 

^  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  14.     See  Biblio.  no.  157. 

2  Incorporated,  Sept.  20,  1847,  under  the  name  of  the  Delaware,  Lehigh,  Schuyl- 
kill and  Susquehanna  Railroad. 

'  Transcript  of  Record  in  Commodity  Clause  Cases,  pp.  11-13,  15,  17-  See  Biblio. 
no.  159. 

*  Transcript  of  Record,  Supreme  Court  of  the  United  States,  Oct.  Term,  191 1.  6 
vols.  The  United  States,  Appellant,  v.  The  Reading  Company,  the  Philadelphia 
and  Reading  Railway  Company,  et  al.,  iii,  E.^.  57.  Referred  to  hereafter  as  Tran- 
script of  Record  in  Slier  man  Anti-Trust  Case. 

^  Chron.,  12:  364  (1871);  also  20:  570  (1875). 

'  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  14.     See  Biblio.  no.  159. 
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An  additional  extension  of  railroad  facilities  took  place  in  the 
Wyoming  and  Lehigh  regions  during  the  latter  part  of  the  sixties 
and  the  early  part  of  the  seventies.  The  Pennsylvania  Railroad, 
the  Central  Railroad  of  New  Jersey,  and  the  Erie  Railroad  all 
began  the  mining  and  shipping  of  coal.^  It  is  not  necessary  to 
show  in  detail  just  how  each  of  these  railroads  became  possessed 
of  mining  interests.  Suffice  it  to  say  that,  as  with  the  Lehigh 
Valley  Railroad,  none  of  them  was  authorized  by  its  charter 
to  conduct  mining  operations,  but  each  of  them  between  1868 
and  1873  ^  (or  possibly  in  the  case  of  the  Erie  not  until  1874)  had 
secured  control  of  coal  mining  companies,  upon  which,  generally, 
very  broad  powers  had  been  conferred. 

This  control  of  mining  operations  through  the  ownership  of 
stock  in  coal  mining  companies  was  facilitated  by  an  act  of  the 
Pennsylvania  Legislature  passed  on  April  15,  1869,  which  pro- 
vided, "  that  it  shall  and  may  be  lawful  for  railroad  and  canal 
companies  to  aid  corporations  authorized  by  law  to  develop  the 
coal,  iron,  lumber  and  other  material  interests  of  this  common- 
wealth, by  the  purchase  of  their  capital  stock  and  bonds,  or  either 
of  them,  or  by  the  guarantee  of  or  agreement  to  purchase  the 
principal  and  interest  or  either  of  such  bonds :  Provided,  That  this 
act  shall  not  apply  to  the  stock  and  bonds  of  any  corporation 
possessing  mining  or  manufacturing  privileges  in  the  county  of 
Schuylkill."  ^  This  act  is  but  one  of  many  passed  by  the  Penn- 
sylvania Legislature  conferring  enormous  powers  upon  corpora- 
tions desiring  to  develop  the  coal  interests  of  the  state,  and 
advantage  of  these  privileges  was  freely  taken  by  these  corpora- 
tions. 

Previous  to  the  passage  of  this  act  large  purchases  of  coal 
lands  had  been  made  also  by  the  Delaware  and  Hudson  Canal 

^  The  Central  Railroad  of  New  Jersey,  connecting  with  the  Lackawanna  and  the 
Lehigh  VaUey  at  the  Delaware  river,  had,  since  the  middle  of  the  fifties,  been  one  of 
the  chief  routes  over  which  anthracite  coal  moved  from  the  Delaware  river  to  New 
York.  The  originating  carriers,  however,  were  securing  independent  outlets  to 
tide-water.  To  protect  itself,  therefore,  the  Central  Railroad  of  New  Jersey,  in 
1 87 1,  leased  the  Lehigh  and  Susquehanna  Railroad,  thus  originating  its  own  coal 
traffic.     See  also  pp.  35-36. 

^  See  ch.  5.  '  Laws  of  Penn.,  1869,  no.  s^. 
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Company  and  by  the  Lehigh  Coal  and  Xa\'igation  Company^ 
both  of  which  had  already  been  authorized  to  buy  coal  properties. 
In  1867  the  Delaware  and  Hudson  bought  several  thousand  acres 
of  coal  lands,  and  in  1869  through  the  purchase  of  the  Northern 
Coal  and  Iron  Company  it  secured  an  additional  acreage.^  About 
the  same  time  large  blocks  of  coal  lands  were  purchased  by  the 
Lehigh  Coal  and  Xa^igation  Company. ^  By  means  of  such  a 
process  of  absorption  the  coal  deposits  of  the  Wyoming  and 
Lehigh  fields  were  largely  consohdated  by  the  early  seventies 
under  the  control  of  the  railroad  and  canal  companies  serving 
those  regions. 

In  the  Schuylkill  or  Southern  field,  however,  conditions  were 
fimdamentally  different.  The  Schuylkill  Canal  was  begun 
without  any  connection  with  the  coal  trade,  and  the  Company 
never  acquired  mining  pri\ileges.  Like'^'ise,  the  Philadelphia 
and  Reading  Railroad  Company,  chartered  in  1833  and  opened 
in  1842  over  a  route  parallehng  that  of  the  Schuylkill  Canal,  con- 
fined itseK  for  nearly  thirty  years  exclusively  to  the  business  of 
transportation.  The  Reading  ha\dng  been  chartered  at  a  time 
when  the  Legislature  was  investigating  the  abuses  consequent 
upon  the  conferring  of  mining  pri\'ileges  upon  a  transportation 
company,  it  was  not  to  be  expected  that  a  grant  of  such  powers 
would  be  given  it.  The  hostility  toward  corporations  in  general 
and  the  feeUng  against  besto^-ing  upon  them  unusual  pri\ileges 
was  much  greater  in  the  Schuylkill  region,  also,  than  in  the  two 
northern  fields.^  .\nd  not  possessing  the  right  to  mine  coal  itself, 
the  Reading  opposed  all  attempts  upon  the  part  of  other  corpora- 
tions to  secure  from  the  Legislature  a  grant  of  such  pri\dleges. 
The  production  of  coal  in  the  Schuylkill  field  was  thus  carried  on 
by  operators  independent,  for  the  most  part,  of  the  transporta- 
tion companies.-* 

^  Brief  Jor  the  United  States  in  the  Sherman  Anti-Trust  Case,  p.  45.  See  Biblio. 
no.  156. 

2  Annual  Report  of  the  Lehigh  Coal  and  Navigation  Company,  1868,  pp.  14-15. 

'  For  a  discussion  of  the  reasons  for  this  greater  hostility  in  the  Southern  region, 
see  Virtue,  Anthracite  Coal  Industry,  pp.  12  et  seq. 

*  In  that  portion  of  the  Schuylkill  region  constituting  the  Western  Middle  field, 
the  Northern  Central  Railroad  Company,  now  owned  by  the  Pennsylvania  Rail- 
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With  the  advent  of  Mr.  Gowen  to  the  Presidency  in  1869  the 
policy  of  the  Reading  was  completely  changed.  The  reasons  for 
the  change  in  policy  were  indicated  by  President  Gowen  in  his 
report  to  the  stockholders: 

The  repeated  and  serious  interruptions  of  the  business  of  the  Company, 
caused  by  strikes  in  the  coal  regions  during  the  last  few  years,  and  the  many 
fluctuations  in  the  coal  trade,  produced  by  alternate  periods  of  expansion  and 
depression  resulting  therefrom,  have  directed  the  attention  of  the  Managers 
of  the  Company  to  the  necessity  of  exercising  some  control  over  the  produc- 
tion of  coal,  so  as  to  prevent  a  recurrence  of  the  difficulties  heretofore  expe- 
rienced; and  it  was  believed  that  the  best  way  of  accomplishing  this  result 
without  injuriously  affecting  individual  interests,  was  for  the  Company  to 
become  the  owner  of  coal  lands  situate  upon  the  line  of  its  several  branches.^ 

In  addition  there  were,  according  to  President  Gowen,  other 
factors  which  made  the  acquisition  of  coal  properties  advisable, 
if  not  essential.  In  the  Wyoming  region  the  mines  were  worked 
by  the  railroads,  or  by  large  coal  companies.  These,  possessed 
of  abundant  capital,  were  able  to  adopt  the  most  economical 
methods  of  mining.  In  the  Schuylkill  region,  however,  the  lands 
were  worked  almost  entirely  by  tenants,  whose  wasteful  methods 
of  mining  tended  to  exhaust  the  mines,  and  threatened  to  deprive 
the  Reading  of  its  future  tonnage.  The  adoption  of  measures  to 
safeguard  its  future  traffic  was  therefore  imperative.^  Further- 
more, the  monopoly  of  the  traffic  in  the  Southern  field  which  the 
Reading  had  secured  in  1870  through  the  lease  of  the  Schuylkill 
Canal,  was  now  threatened  by  the  entrance  of  other  carriers 
into  its  territory.  The  Pennsylvania  Railroad,  through  the 
Northern  Central  Railroad,  was  entering  the  Schuylkill  region 
from  the  west,  and  the  Lehigh  was  entering  it  from  the  east.  In 
addition,  the  Lackawanna,  the  Central  of  New  Jersey,  and  the 
Lehigh,  united  in  a  corporation  called  the  Union  Railway  Com- 
pany, were  locating  a  Kne  through  the  heart  of  Schuylkill  County, 
and  were  preparing  to  purchase  coal  lands  in  order  to  supply  their 
new  Kne  with  traffic.^ 

road,  had  acquired  considerable  areas  of  coal  lands,     Macfarlane,  Coal  Regions  of 
America,  p.  53. 

^  Annual  Report  of  the  Reading  Railroad,  1871,  p.  16. 

2  Ibid.,  1876,  pp.  24-25. 

^  Ibid.,  p.  24. 
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In  accord  with  its  new  policy,  therefore,  the  Reading  desired 
to  acquire  large  coal  properties.  Under  its  charter,  however,  it 
possessed  no  authority  to  own  coal  lands.  It  therefore  organized 
for  that  purpose  the  Laurel  Run  Improvement  Company,  which 
was  incorporated  by  the  Pennsylvania  Legislature  on  May  i8, 
187 1.  This  company,  the  name  of  which  was  later  changed  to 
the  Philadelphia  and  Reading  Coal  and  Iron  Company,  was 
given  by  the  act  of  incorporation  the  power  "  to  purchase,  sell, 
transport,  and  mine  coal,"  and  to  *'  acquire,  from  time  to  time, 
by  purchase,  lease,  or  otherv\dse,  such  lands  as  they  may  deem 
expedient  "  ;  and  it  was  to  be  ''  lawful  for  the  president  and 
directors  of  said  company  to  subscribe  for  and  purchase  the  lands 
or  stock  of  any  other  incorporated  company  in  the  State  of  Penn- 
sylvania, and  for  any  railroad  or  mining  company  existing  under 
the  laws  of  this  state  to  subscribe  for,  or  purchase  the  stock,  or  to 
purchase  or  guarantee  the  bonds  of  the  company  hereby  incorpo- 
rated." ^  The  Reading  immediately  availed  itself  of  these 
pri\'ileges,  and  purchased  the  total  stock  of  the  Philadelphia  and 
Reading  Coal  and  Iron  Company .^  By  this  means  the  railroad 
was  in  a  position  to  accompHsh  indirectly  that  which  it  had  not 
been  authorized  to  do  directly. 

By  the  latter  part  of  1871  the  Philadelphia  and  Reading  Coal 
and  Iron  Company  had  secured  about  70,000  acres  of  coal  lands;  ^ 
and  within  the  course  of  a  few  years  it  acquired  30,000  additional 
acres,  which  placed  it  in  possession  of  approximately  one-third  of 
the  coal  lands  of  the  whole  anthracite  basin.^  Had  these  pur- 
chases been  made  with  a  \4ew  toward  systematically  building  up 
traffic  and  had  they  been  paid  for  with  stock,  the  Reading  would 
not  have  suffered  many  of  its  later  fmancial  difficulties.  But 
President  Gowen  soon  undertook  to  control  the  entire  coal  pro- 
duction of  the  region  reached  by  the  Reading's  Hues  in  order  to 
prevent  any  railroad  from  purchasing  sufficient  coal  property  to 

^  La'iVS  of  Penti.,  1871,  no.  817. 

^  M'Henr>^,  Fituiticial  History  of  tJie  Reading  Railroad,  p.  12. 

'  Annual  Report  of  the  Reading  Railroad,  1871,  p.  17.  The  report  states  that  this 
acreage  represents  "  a  body  of  coal-land  capable  of  suppMng  all  the  coal- tonnage 
that  can  possibly  be  transp>orted  over  the  road  for  centuries." 

*  Annual  Report  of  the  Reading  Railroad,  1874,  p.  29. 
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warrant  the  construction  of  a  rival  line.  Hence  all  kinds  of 
property,  good,  bad,  and  indifferent,  seem  to  have  been  purchased 
without  regard  to  original  cost,  location,  or  revenue-producing 
capacity,^  —  these  purchases  being  paid  for  mainly  by  borrowed 
funds.  The  increased  interest  charges  constituted  an  enormous 
drain  on  the  finances  of  the  Reading.  Furthermore,  the  purchases 
were  made  at  an  unfortunate  period.  The  panic  of  1873  ^"^^  the 
resulting  depression  forced  the  Reading,  in  1880,  into  receivers* 
hands.  Its  financial  embarrassment  for  some  years  following 
prevented  it  from  securing  the  proportion  of  the  trade  to  which  its 
property,  secured  at  such  great  cost,  entitled  it. 

These  purchases  of  coal  lands  by  the  Reading  on  such  an 
enormous  scale  had  the  effect  of  stimulating  the  purchase  of 
additional  properties  by  the  other  railroads  serving  the  coal  fields, 
each  railroad  endeavoring  to  assure  its  own  trafiic  for  the  future. 
This  movement  went  to  such  extremes  as  to  arouse  the  conviction 
on  the  part  of  the  people  that  it  must  in  some  way  be  checked. 
Accordingly  there  was  inserted  in  the  Constitution  which  went 
into  effect  January  i,  1874,  having  been  adopted  by  a  large 
majority,  a  provision  that 

No  incorporated  company  doing  the  business  of  a  common  carrier  shall, 
directly  or  indirectly,  prosecute  or  engage  in  mining  or  manufacturing  arti- 
cles for  transportation  over  its  works;  nor  shall  such  company,  directly  or 
indirectly,  engage  in  any  other  business  than  that  of  common  carriers,  or  hold 
or  acquire  lands,  freehold  or  leasehold,  directly  or  indirectly,  except  such  as 
shall  be  necessary  for  carrying  on  its  business;  but  any  mining  or  manufac- 
turing company  may  carry  the  products  of  its  mines  and  manufactories  on 
its  railroad  or  canal  not  exceeding  50  miles  in  length.^ 

The  delegates  to  the  Convention  seem  to  have  clearly  recognized 
the  evils  inherent  in  the  system  of  granting  a  railroad  the  privi- 
leges of  mining.  The  Constitution  was  not  productive,  however, 
of  any  very  effective  results.  In  spite  of  its  prohibitions  the 
railroads  already  in  the  field  increased  their  holdings  of  coal  lands 
and  the  railroads  which  entered  the  coal  fields  after  the  adoption 
of  the  Constitution  did  not  find  it  any  serious  bar  to  the  acquisi- 

^  Annual  Report  of  the  Reading  Railroad,  1881,  p.  62. 
2  Penn.  Const.,  cited  in  Laws  of  Penn.,  1874,  p.  24. 
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tion  of  coal  lands,  although  they  might  be  compelled  to  resort  to 
the  organization  of  a  subsidiary  coal  company. 

The  effect  of  these  extensions  of  railroad  transportation  upon 
the  business  and  the  profits  of  the  already  existing  canal  com- 
panies requires  a  brief  consideration.  As  we  have  seen,  up  to 
1834  canals  constituted  practically  the  only  outlets  to  tide-water 
for  anthracite  coal,  and  even  until  1850  they  were  the  dominant 
factors  in  the  transportation  of  coal  to  market.  In  the  fifties 
there  was  a  rapid  extension  of  railway  facihties.  This  competi- 
tion does  not  seem,  up  to  the  close  of  the  Civil  War,  to  have 
materially  affected  the  prosperity  of  the  anthracite  canals.  The 
Delaware  and  Hudson  Canal  Company  was  uniformly  prosperous 
during  the  twenty  years  preceding  the  Civil  War,  and  notably 
so  during  the  War,  its  profits  averaging  nearly  30  per  cent  during 
the  years  1863-1865.^  The  Lehigh  Coal  and  Navigation  Com- 
pany earned  on  the  average  nearly  14  per  cent  during  the  years 
1 860-1 86 2,  and  regularly  paid  6  per  cent  dividends.  In  1863, 
despite  the  fact  that  its  canal  was  severely  damaged  through 
storm,  the  Company  reaped  a  greater  profit  than  it  had  in  any 
preceding  year.  The  next  two  years  also  were  very  prosperous 
ones,  the  company  even  being  unable  to  handle  the  large  amount 
of  traffic  which  was  offered.  The  dividend  rate  was  increased 
from  6  per  cent  in  1863  to  8  per  cent  in  1864,  and  to  10  per  cent  in 
1865,  while  earnings  during  these  three  years  averaged  nearly 
30  per  cent.2  The  Morris  Canal  up  to  the  middle  of  the  century 
had  not  been  a  factor  of  any  considerable  importance  in  the  coal 
trade,  but  a  number  of  improvements  were  made  during  the 
fifties,  which  placed  it  in  a  position  to  share  in  the  prosperity  of 
the  Civil  War  period.  Its  dividends  rose  in  1866  to  the  highest 
point  attained  in  the  history  of  the  company.  The  Schuylkill 
Navigation  Company  had  had  a  monopoly  of  the  coal  trade  of 
the  Schuylkill  Valley  until  1842,  the  year  in  which  the  Reading 
Railroad  entered  the  Southern  coal  field.  Bitter  competition 
between  the  two  companies  lasting  for  several  years  left  them 

^  Jones,  C.  L.,  Anthracite  Tidewater  Canals,  pp.  81,  87.  This  book  is  the  chief 
authority  for  the  following  account  of  the  anthracite  canal  systems  during  this 
period,  and  is  referred  to  freely. 

2  Annual  Reports  of  the  Lehigh  Coal  and  Navigation  Company. 
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both  financially  exhausted  by  the  end  of  the  decade.  This 
induced  the  railroad  and  the  canal  to  agree  to  work  together.  By 
1855  ^^  canal  was  again  paying  dividends  for  the  first  time  in 
thirteen  years,  and  by  1859  its  managers  were  able  to  say  with 
reason  that  the  canal  had  demonstrated  its  ability  to  compete 
with  the  railroad  for  the  coal  trade.  The  Schuylkill  Navigation 
Company  suffered  during  the  early  years  of  the  war,  from  a 
number  of  causes,  but  during  the  latter  part  of  the  Civil  War 
period  made  very  large  profits.  The  only  exception  to  the 
prosperity  of  the  principal  anthracite  canals  during  this  period 
was  the  Delaware  Division  Canal,  owned  by  the  State  of  Penn- 
sylvania. This  company  had  been  unfortunate  from  the  begin- 
ning in  having  locks  which  were  too  small.  The  inability  of  the 
canal  to  handle  the  trade  was  continuously  demonstrated,  yet  no 
steps  were  taken  to  introduce  improvements.  In  1854  the 
Lehigh  Valley  Railroad  was  about  to  enter  into  competition  for 
the  carrying  trade.  The  canal,  in  spite  of  its  limitations,  was 
paying  good  dividends  at  this  time,  yet  it  was  evident  that  it 
could  not  compete  with  the  railroad  unless  considerable  improve- 
ments were  made.  The  plan  for  improving  the  canal  did  not, 
however,  receive  sufiicient  legislative  support,  and  in  1858  the 
State  sold  the  canal  to  the  Sunbury  and  Erie  Railroad.  A  sepa- 
rate company,  the  Delaware  Division  Canal  Company  of  Pennsyl- 
vania, was  organized  to  operate  the  canal.  This  company  could 
not  agree  with  its  connections  on  a  division  of  the  tolls,  and  suf- 
fered, also,  from  damages  to  the  Lehigh  Canal,  the  main  source  of 
its  traffic.  It  did  not  share,  therefore,  as  did  the  other  companies, 
in  the  prosperity  of  the  Civil  War  period.  Competition  proved 
too  keen,  and  in  1866  the  Company  leased  all  its  properties  to  the 
Lehigh  Coal  and  Navigation  Company,  a  rival  canal  company. 

With  the  exception,  then,  of  the  Delaware  Division  Canal,  the 
main  coal-carrying  canals  were  profitable  up  to  the  end  of  the 
Civil  War  period,  and  competed  successfully  with  the  railroad 
systems.  The  inabiHty  of  the  Delaware  Canal  to  withstand  the 
competition  indicates  Httle  as  to  the  relative  merits  of  the  rail- 
roads and  the  canals.  It  was  claimed  at  the  time  that  discrimina- 
tion by  the  Lehigh  Navigation  Company  was  to  a  large  extent  the 
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cause  of  its  dimiiiished  coal  tonnage.  When  it  finally  succumbed 
to  competition  in  1866,  it  was  purchased,  not  by  a  railroad  com- 
pany, but  by  a  rival  canal  company,  the  Lehigh  Coal  and  Navi- 
gation Company,  whose  canal  formed  a  connection  with  the 
Delaware  Canal. 

In  the  latter  part  of  the  sixties  and  in  the  early  part  of  the 
seventies  railroad  competition  became  more  severe  by  the 
entrance  of  a  number  of  other  coal-carrying  roads  into  the  anthra- 
cite field.  Within  the  next  ten  years  the  anthracite  canals  had 
either  been  transferred  to  the  railroads,  or  had  so  transformed  the 
character  of  their  business  by  the  building  of  railroads,  or  by  the 
development  of  their  mining  interests,  that  the  canals  became  of 
less  and  less  importance  as  transportation  agencies.  The  first  to 
succumb  to  the  competition  of  the  railroads  was  the  Schuylkill 
Navigation  Company.  This  company  had  had  more  or  less  of 
a  working  agreement  with  the  Reading  Railroad  for  some  years 
previous  to  1863.  In  that  year  closer  relations  were  estabhshed. 
An  agreement  was  made  di\dding  the  coal  tonnage  between  the 
two  companies  in  certain  agreed  proportions,  and  equal  freight 
charges  were  estabhshed.  The  arrangement,  however,  proved 
mutually  unsatisfactory,  and  during  186 7-1 869  competition 
became  so  keen,  and  the  market  for  coal  so  depressed,  that  on 
July  12,  1870,  the  Schuylkill  Navigation  Company  leased  all  its 
property  to  the  Reading,  which  thereby  secured  a  monopoly  of 
the  traffic  in  this  field. ^  The  Reading  proposed  at  first  to  use  the 
canal  to  catch  the  overflow  from  the  railroad,  but  found  it  more 
profitable  as  time  went  on  to  add  new  railroad  facilities  than  to 
rehabiUtate  the  canal.  The  canal  traffic  is  now  of  minor  impor- 
tance. Whereas  in  1869,  the  year  prior  to  the  lease,  over  1,000,- 
000  tons  of  freight,  mainly  anthracite,  moved  by  the  canal,  in 
191 1  the  total  tonnage  was  only  72,600,  all  of  which  was  anthra- 
cite coal.  Above  Port  CHnton  the  canal  has  been  abandoned  for 
many  years. ^ 

^  Annual  Reports  of  the  Schuylkill  Navigation  Company,  and  Annual  Report  of  the 
Reading  Railroad,  1870,  p.  22. 

2  Annual  Reports  of  the  Schuylkill  Navigation  Company,  and  Files  of  the  Pennsyl- 
vania State  Railroad  Commission,  ii,  pp.  483-484.     See  Biblio.  no.  96. 
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The  Morris  Canal  Company  had  reached  the  height  of  its 
prosperity  in  1866.  In  that  year,  however,  the  Morris  and  Essex 
Railroad  ^  began  carrying  coal  from  a  portion  of  the  territory 
adjacent  to  the  canal.  Improvements  were  undertaken  by  the 
Canal  Company  to  enable  it  to  meet  this  competition,  but  a  rate 
war  made  it  necessary  to  lower  tolls,  and  profits  soon  disappeared. 
This  induced  the  Morris  Canal  Company,  early  in  187 1,  to  lease 
all  its  property  to  the  Lehigh  Valley  Railroad  for  ninety-nine 
years.  The  canal  soon  became  of  only  secondary  importance  in 
the  operations  of  the  railroad,  what  traffic  there  was  being  pri- 
marily local  trade.  About  the  same  time  (187 1)  the  Pennsyl- 
vania Railroad  secured  control  of  the  Delaware  and  Raritan 
Canal,^  which  had  been  constructed  in  the  middle  of  the  thirties, 
extending  from  Trenton  on  the  Delaware  river  across  the  State  of 
New  Jersey.  In  the  same  year  the  Reading  leased  the  Susque- 
hanna Canal,  which  extended  from  Columbia  to  the  tide- water  of 
the  Chesapeake  Bay,  and  formed,  with  the  Reading  and  Colum- 
bia Railroad,  an  outlet  for  the  output  of  the  western  part  of  the 
Schuylkill  coal  fields.^ 

The  lease  of  the  Delaware  Division  Canal  to  the  Lehigh  Coal 
and  Navigation  Company  in  1866  has  been  noted.^  The  Naviga- 
tion Company  Hkewise  felt  the  competition  of  the  railroads,  and 
endeavored  to  protect  itself  by  meeting  them  on  their  own 
ground.  Loans  were  made  to  several  small  railroads  to  enable 
them  to  connect  with  the  Navigation  Company's  Railroad,  and 
an  extension  of  the  Lehigh  and  Susquehanna  Railroad  was  deter- 
mined upon.  In  1867  the  Lehigh  and  Susquehanna  Railroad  was 
put  in  operation  from  Wilkes-Barre  to  Mauch  Chunk,^  and  in  the 
following  year  it  was  completed  to  Phillipsburg  on  the  Delaware 
river ,^  —  where  connection  was  made  with  the  Central  Railroad 
of  New  Jersey  and  with  the  Morris  and  Essex  Railroad.  An 
outlet  to  New  York  by  rail  was  thus  secured.     About  the  same 

^  Leased  to  the  Lackawanna  Railroad  in  1868.     See  p.  25. 

2  Manual  of  Statistics,  191 2,  p.  309. 

^  Annual  Report  of  the  Reading  Railroad,  1871,  p.  20. 

4  See  p.  2,3- 

^  See  pp.  23-24. 

^  Annual  Report  of  the  Lehigh  Coal  and  Navigation  Company,  1868,  p.  7. 
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time  the  company  made  large  purchases  of  coal  lands, ^  and 
entered  into  contracts  with  a  number  of  coal  companies  whereby 
tonnage  was  guaranteed  to  the  railroad.  By  the  latter  part  of 
the  decade  the  railroad  and  mining  operations  constituted  the 
chief  interests  of  the  company,  the  canal  having  become  of  second- 
ary importance.  Yet  in  spite  of  these  improvements,  which  the 
Coal  and  Navigation  Company  undertook  in  order  to  be  in  a 
position  to  compete  with  the  railroads,  the  outlook  at  the  close 
of  the  decade  was  gloomy.  The  credit  of  the  Company  had 
become  exhausted,  as  the  result  of  its  numerous  extensions,  and 
its  income  had  been  materially  reduced  by  strikes,  freshets,  and 
rate  wars.  There  was  danger,  also,  that  the  Central  of  New 
Jersey  would  ally  itself  with  opposing  interests,  and  leave  the 
Lehigh  and  Susquehanna  without  an  outlet  to  New  York.  To 
protect  itself  against  this  contingency  the  Lehigh  Coal  and 
Navigation  Company  on  March  28,  187 1,  leased  all  its  railroad 
properties  to  the  Central  of  New  Jersey,  giving  an  option,  also, 
on  the  canal,  including  the  Delaware  Di\dsion.2  The  Navigation 
Company  then  turned  its  attention  to  the  development  of  its 
canal  and  coal  interests.  The  canal  was  much  improved,  and  the 
coal  properties  of  the  company  considerably  increased.^  The 
panic, of  1873,  however,  made  it  impossible  for  the  company  to 
hold  all  its  coal  lands,  and  in  December  of  that  year  it  sold  its  coal 
lands  in  the  Wyoming  region  to  the  Honey  Brook  Coal  Company 
(controlled  by  the  Central  of  New  Jersey),  and  leased  its  coal 
lands  in  the  Lehigh  region  to  the  same  interests.  The  Central 
of  New  Jersey  contracted,  also,  for  the  maintenance  and  operation 
of  the  canal,  thus  securing  practically  all  of  the  Na\agation  Com- 
pany's property.'*  But  in  a  period  of  severe  industrial  depression 
the  Central  of  New  Jersey  was  unable  to  meet  the  heavy  obhga- 
tions  incurred,  and  in  1876  went  into  receivers'  hands.  In 
January,  1878,  it  returned  to  the  Navigation  Company  all  of  its 
properties  with  the  exception  of  the  railroad. ^  Yet  even  under 
the  Navigation  Company's  own  management  the  traffic  on  the 

1  Annual  Report  of  the  Lehigh  Coal  and  Navigation  Company,  1868,  pp.  14-15. 

«  Ihid.,  1871,  pp.  31-32,   34,  37- 

3  Ibid.,  1872,  p.  II.  *  Ibid.,  1874,  pp.  8-9.  '  Ihid.,  1878,  p.  7. 
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canal  declined,  and  the  coal  and  railroad  interests  became  of 
greater  importance. 

The  later  course  of  development  of  the  Delaware  and  Hudson 
Canal  Company  was  similar  to  that  of  the  Lehigh  Navigation 
Company.  Up  to  the  middle  of  the  sixties  the  Delaware  and 
Hudson  had  been  a  canal  and  coal  company,  but  about  this  time 
the  competition  of  the  railroads  began  to  be  keenly  felt,  and  a 
large  part  of  its  coal  tonnage  was  lost  to  a  competing  railroad. 
To  meet  this  competition,  the  company  changed  its  poHcy.  It 
rapidly  developed  its  transportation  facilities  through  the  con- 
struction of  new  lines  and  the  lease  of  old  ones,  and  it  likewise 
made  large  purchases  of  coal  lands.  The  company  thus  became 
primarily  a  railroad  owning  a  canal  and  coal  mines.  The  canal 
was  becoming,  however,  of  decreasing  value.  Its  importance  was 
so  slight  by  1872  that  in  that  year  the  statistics  of  canal  traffic 
disappeared  from  the  reports  of  the  company.  In  1899  the  canal 
was  definitely  abandoned,  and  the  name  of  the  company  changed 
from  ''  The  Delaware  and  Hudson  Canal  Company  "  to  the 
"  Delaware  and  Hudson  Company."  ^ 

From  this  brief  consideration  of  the  anthracite  canal  systems 
during  the  period  1834  to  the  middle  of  the  seventies,  the  success 
of  the  railroads  in  displacing  the  canals  as  the  dominant  trans- 
portation agencies  is  apparent.  The  canals  either  passed  into 
the  hands  of  the  railroad  companies,  or  extended  their  railroad 
and  mining  interests  so  that  they  no  longer  became  dependent 
upon  the  operations  of  the  canal.  Only  one  canal,  that  of  the 
Lehigh  Coal  and  Navigation  Company,  and  its  feeder,  the  Dela- 
ware Division  Canal,  is  now  in  operation  throughout  its  whole 
length,  and  the  traffic  on  this  canal  is  comparatively  small.  It 
does  not  fall  within  the  scope  of  the  present  study  to  enter  upon  a 
discussion  of  the  relative  merits  of  canal  and  railroad  transporta- 
tion or  to  enquire  whether  the  canals  may  not  at  some  time  be 
again  profitably  utihzed. 

^  C hron.,  6S:  871  (1899);  also  69:  26  (1899). 
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Growth  of  the  Trade 

As  the  result  of  the  rapid  extension  of  transportation  facilities 
between  1834  and  1873,  of  the  opening  of  many  new  mines,  and  of 
the  increased  demand  for  anthracite  consequent  upon  the  growth 
of  population  and  a  more  general  recognition  of  the  value  of  hard 
coal  as  fuel,  the  anthracite  coal  trade  experienced  a  considerable 
growth  during  this  period.  From  1834  to  1842  the  growth  was 
gradual,  the  shipments  increasing  from  376,000  tons  in  1834  to 
over  1,000,000  tons  in  1842.^  Inasmuch  as  navigation  was  closed 
during  that  part  of  the  year  when  the  demand  for  anthracite  for 
domestic  purposes  was  greatest,  a  very  rapid  growth  could  not 
have  been  expected.  In  1842,  however,  the  Reading  Railroad 
entered  the  Southern  coal  field,  and  removed  the  difficulties 
incident  to  intermittent  navigation,  so  far  as  that  field  was  con- 
cerned. About  1840,  also,  anthracite  began  to  be  used  to  a 
greater  extent  in  manufactures,  especially  in  the  manufacture  of 
iron,2  and  was  successfully  used  also  on  steamboats.^  These 
factors  taken  in  connection  with  the  speedy  growth  of  population 
after  1840,  and  the  decrease  of  the  forests,  presented  conditions 
favorable  for  a  more  rapid  growth  of  the  trade.  The  shipments, 
which  had  been  about  1,000,000  tons  in  1842,  had  doubled  by 
1845,  2-nd  had  trebled  by  1848.  There  was  an  uninterrupted 
increase  until  1856,  when  nearly  7,000,000  tons  were  sent  to 
market.  There  was  a  slight  decline  in  1857  as  the  result  of  the 
depression  in  trade  following  the  panic  of  that  year,  but  by  i860 
the  amount  of  coal  shipped  to  market  had  reached  8,500,000  tons. 
In  1 86 1  there  was  again  a  decline,  which  was  not  recovered  in 
1862,  for  in  this  year  a  destructive  flood  in  the  Lehigh  region 
necessitated  a  temporary  suspension  of  operations.  Under 
the  impulse  given  by  the  war,  however,  the  market  two  years 
later  (1864)  absorbed  for  the  first  time  10,000,000  tons.  After  a 
slight  dechne  in  1865,  due  largely  to  a  strike  in  the  Wyoming 
region,  a  speculative  era  set  in  which  resulted  in  an  over-develop- 

^  See  Appendix,  Table  I;  also  chart,  p.  99. 

2  F.  W.  Taussig,  The  Tariff  History  of  the  United  States,  pp.  1 28  e/  seq. 

'  Hunt's  Merchants  Magazine,  iv,  p.  286. 
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ment  of  the  mines.     The  shipments  reached  16,000,000  tons  in 
1870  and  over  21,000,000  tons  in  1873. 

The  growth  of  the  coal  trade  during  this  period  was  accom- 
panied by  marked  changes  in  the  comparative  development  of  the 
different  regions.  Toward  the  close  of  the  period  ending  in  1834, 
the  Schuylkill  field  was  mining  about  60  per  cent  of  the  total 
production,  the  Lehigh  field  was  normally  contributing  about  25 
per  cent,  and  the  Wyoming  field  about  15  per  cent.^  The  pro- 
duction of  the  Schuylkill  field,  however,  experienced  a  steady, 
though  not  a  uniform,  relative  decline,  and  by  the  close  of  the 
period  ending  in  1873  the  shipments  from  this  region  constituted 
only  about  one-third  of  the  total.  The  decHning  importance  of  the 
Southern  field  may  be  explained  in  two  ways.  First,  the  opening 
of  new  lines  of  transportation  from  the  other  fields  to  New  York 
gave  these  an  advantage,  because  of  the  importance  of  New  York 
as  a  centre  of  trade.  Second,  the  upper  veins  lying  above  water 
level  began  to  fail  in  both  the  Schuylkill  and  Lehigh  fields,  which 
made  it  cheaper  to  mine  from  the  flat  workings  of  the  Wyoming 
field  than  from  the  steeply  dipping  seams  of  the  two  other  fields. 
This  second  factor  explains  the  relative  decHne  in  the  output  of 
the  Lehigh  region.  In  1834  it  had  yielded  approximately  25 
per  cent  of  the  total,  whereas  by  the  early  seventies  its  percentage 
had  dwindled  to  20  per  cent.  It  was  the  opening  of  new  trans- 
portation routes  which  prevented  the  decHne  from  being  as  great 
in  this  region  as  it  was  in  the  Southern  region.  The  greatest 
growth  of  the  trade  came  in  the  Wyoming  region.  Whereas  in 
the  early  thirties  the  Wyoming  field  produced  only  about  1 5  per 
cent  of  the  total  shipments,  by  the  early  part  of  the  seventies 
it  was  contributing  about  45  per  cent,  and  its  relative  importance 
was  to  become  even  greater  in  the  succeeding  years. 

^  See  Appendix,  Table  I;  also  chart,  p.  103. 


CHAPTER   III 

The  Combinations  from  1873  to  1898  ^ 

Early  in  1873  ^^^  ^st  combination  to  control  the  anthracite 
coal  trade  was  formed.  Combinations  of  various  kinds  entered 
into  for  the  purpose  of  curbing  or  eliminating  competition  are 
the  distinguishing  features  of  the  third  period,  1873  to  1898. 

Many  years  prexious  to  the  combination  in  1873  ^^^  producers 
of  anthracite  had  cooperated  to  some  extent  to  curtail  the  output 
of  coal,  but  these  attempts  at  curtailment  had  been  only  local  and 
temporary.  Conditions  were  radically  changed,  however,  by  the 
Civil  War.  The  industry  received  a  stimulus  through  the 
demands  created  by  the  war,  and  the  price  of  lump  coal  rose 
rapidly  from  $3.39  in  1861  to  $8. 39  in  1864.2  Profits  were 
abnormally  large,  and  as  a  result  many  new  collieries  were 
opened,  and  railroads  were  extended  to  them.  This  resulted  in 
an  over-development  of  the  mines.  By  1867  the  markets  wxre 
overstocked,  and  prices  fell  to  a  very  low  level.  The  price  of 
lump  coal,  which  had  been  $7.86  in  1865,  fell  in  1867  to  $4.37,  and 
in  1868  to  $3.86.^  The  operators  then  reduced  wages,  but  in 
1869  the  miners  protested  against  further  reductions.  They 
held  that  the  trouble  was  over-production,  and  that  the  way  to 
meet  the  situation  was  a  restriction  of  production  rather  than  a 
reduction  of  wages.     Accordingly  in  April,  1869,  the  Executive 

^  In  the  Quarterly  Journal  of  Economics  for  April,  1896,  Mr.  G.  O.  Virtue  has  de- 
scribed admirably  the  eariy  anthracite  combinations.  Liberal  use  has  been  made 
of  his  work  in  the  description  of  the  combinations  from  1873  to  1891. 

2  Wholesale  price  per  long  ton,  f.  o.  b.,  Philadelphia.    Mineral  Industry,  iv,  p.  184. 

Lump  coal  is  coal  as  it  comes  out  of  the  mine.  It  is  the  largest  size  of  anthra- 
cite, and  was  at  one  time  the  size  most  in  use.  At  the  present  time  lump  coal  is 
generally  broken  up  into  a  number  of  smaller  sizes  which  are  more  in  demand  for 
domestic  and  industrial  purposes.  These  sizes  are  grate  (broken),  egg,  stove  and 
chestnut,  called  the  domestic  or  prepared  sizes,  pea  which  formerly  was  used  pri- 
marily for  industrial  purposes  but  is  now  coming  more  into  use  as  a  domestic  fuel, 
and  buckwheat,  rice  and  barley  called  the  steam  sizes  which  come  into  direct  com- 
petition with  bituminous  coal.  The  steam  sizes  and  the  dust  (culm)  are  by- 
products of  the  larger  sizes. 

3  Ibid. 
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Committee  of  the  Workingmen's  Benevolent  Association,  of 
which  nearly  all  the  workingmen  in  the  coal  region  were  members, 
^announced  a  suspension.  After  the  surplus  had  been  disposed  of, 
work  was  resumed  at  the  old  wages.  Suspension  was  then  regu- 
larly resorted  to  as  a  remedy  for  over-production.  This  state  of 
affairs,  viz.,  an  unprofitable  trade,  and  a  united  labor  organiza- 
tion, practically  able  to  dictate  the  conduct  of  the  business,  made 
imperative  united  action  on  the  part  of  the  large  operators.^ 
Such  action  became  feasible,  however,  only  with  the  advent  of  the 
Reading  as  the  owner  of  the  greater  part  of  the  Southern  field,  and 
the  consequent  ehmination  of  many  of  the  smaller  and  inde- 
pendent operators,  who  in  their  desire  to  make  large  immediate 
profits  had  sacrificed  the  chance  of  future  gains. 

After  the  preliminary  negotiations  in  1872,  the  first  combina- 
tion was  formed  on  January  22,  1873,^  probably  the  first  instance 
of  a  trunk  line  pool.  It  was  a  combination  of  carriers  rather  than 
of  producers.^     No  limitation  was  placed  upon  each  railroad's 

^  Virtue,  Quart.  Jour.  Econ.,  April,  1896,  pp.  299-300. 

2  Labor  Troubles  in  the  Anthracite  Regions  of  Pennsylvania,  1887-88.  2d  Sess., 
50th  Cong.,  House  of  Repres.  Report,  no.  4147,  p.  xlvi.  Referred  to  hereafter  as 
House  Report,  1887-88,  no.  4147. 

^  The  table^  below  shows  the  division  of  the  tonnage  among  the  companies  in 
1873  and  in  the  other  years  during  which  an  agreement  was  in  force  :  — 


Roads 

1873-75 

1876 

1878 

1885 

1886 

1896 

P.  &  R 

% 
25-85 
16.15 
15-98 
13-80 
18.37 
(9-85) 



% 
25-57 
15-98 
15-80 
13-65 
18.18 
10.82 

% 
28.625  j 
12.905  ) 
19-75 
12.75 
12.48 

5-865 
(7-625) 

% 

•  38.8s 

19.60 
16.05 
11.00 
5.00 
(8.00) 
(1.50) 

% 

37-82 

19.07 
15-63 
10.70 

4-87 
(10.45) 

1.46 

% 

20.50 

11.70 

15-65 

13-35 

9.60 

4.00 

11.40 

4.00 

310 

3-SO 

3.20 

C.  R.  R 

L.  V 

Lackawanna 

D.  &H 

Penn.  Coal  Co 

Penn.  R.  R 

Erie 

Ontario  2 

D.  S.  &S.3 

N.  Y.  S.  &  W.4 

Figures  in  parentheses  represent  probable  tonnage  of  companies  not  members  of  the  pool. 
1  For  percentages  see  the  Commercial  and  Financial  Chronicle  of  the  year  in  which  the  agreement 
was  adopted. 

*  See  p.  64. 

'  See  p.  86.      The  Delaware,  Susquehanna  and  Schuylkill  Railroad  did  not  accept  the  allotment, 
but  worked  throughout  the  year  on  the  basis  of  4  per  cent  to  which  it  held  it  was  entitled. 

*  See  p.  59. 
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output,  but  the  amount  of  coal  shipped  to  competitive  points  — 
that  is,  to  tide-water  points  —  was  to  be  regulated.  An  estimate 
was  made  of  the  probable  demand  at  the  tide-water  points,  and 
the  output  thus  determined  was  di\ided  among  the  companies, 
according  to  the  capacity  of  the  mines  shipping  their  coal  over 
the  respective  Unes.  A  schedule  of  tide  prices  was  agreed  upon, 
and  a  Board  of  Control,  composed  of  the  presidents  of  the  rail- 
roads, was  authorized  to  make  such  changes  in  the  price  of  coal 
and  in  the  amount  which  was  to  be  shipped  to  tide-water  as  wxre 
deemed  necessary. 

This  agreement  was  continued  in  the  following  three  years,  but 
wdth  some  shght  changes.  In  1874,  for  instance,  power  w^as 
given  to  the  Board  of  Control  to  inspect  the  sales  and  tonnage 
books  of  the  various  companies,  as  a  check  upon  the  observance 
of  the  agreement.  In  1875  the  auction  sales  of  the  Lackawanna 
Railroad,  which  had  been  strenuously  objected  to  by  the  other 
producers,  were  prohibited.^  Sales  on  commission  were  aboHshed 
by  the  agreement  of  1876,  and  all  sales  thenceforth  were  to  be  on  a 
cash  basis  with  7  per  cent  interest  added  in  case  of  deferred  pay- 
ment. A  significant  feature  of  the  agreement  for  this  year  was 
the  provision  that  any  railroad  exceeding  its  allotment  was  to  pay 
$1.50  for  every  ton  shipped  in  excess  of  the  tonnage  allotted  to  it, 
which  sum  was  to  be  given  to  the  railroad  falHng  short  of  its  allot- 
ment. There  were  sHght  changes  in  the  percentages,  each  com- 
pany, with  the  exception  of  the  Pennsylvania  Coal  Company, 
which  for  the  first  time  entered  the  combination,  accepting  a 
lower  percentage.  It  was  provided  also,  "  that  each  transporting 
company  be  held  responsible  for  the  faithful  adherence  to  these 
regidations  on  the  part  of  all  individual  shippers  using  its  fines  to 
carr}^  coal  to  competitive  points."  -  The  observ^ance  of  these 
regulations  was  effectively  secured  by  means  of  the  withholding 
of  cars.^  The  Board  of  Control  was  given  the  power  to  employ 
an  expert  accountant  to  keep  the  tonnage  accounts  of  the  several 

1  Virtue,  Quart.  Jour.  Econ.,  April,  1896,  pp.  301-303. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  152. 

'  Pettit,  S.  W.,  Argument  before  the  Investigating  Committee  of  the  Pennsylvania 
Legislature,  1875,  P-  73- 
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companies.^  Mr.  John  H.  Jones,  an  employee  of  the  Reading, 
was  appointed  to  this  position,  and  started  the  Bureau  of  Anthra- 
cite Coal  Statistics,  which  kept  the  records  of  the  shipments  of 
each  company  to  competitive  points,  and  after  1880  the  records, 
also,  of  local  tonnage.^  The  Pennsylvania  Railroad,  as  before, 
was  not  a  member  of  the  pool.  Its  coal  tonnage  was  largely  sup- 
pHed  to  the  South  and  West,  and  it  was  not,  therefore,  so  vitally 
interested  in  harmonious  action  with  respect  to  tide-water  ton- 
nage.^ President  Scott,  however,  agreed  that  the  shipments  of 
the  Pennsylvania  Railroad  to  competitive  points  in  1876  should 
not  exceed  those  of  1875,  and  agreed,  further,  to  maintain  prices,  as 
theretofore,  provided  the  coal  association  was  continued,  as  in  the 
previous  year.^ 

A  penalty  was  provided  in  order  to  prevent  violations  of  the 
agreement.  There  was,  however,  no  legal  means  of  collection.^ 
As  a  result  the  percentages  allotted  were  not  adhered  to.  The 
Lehigh  Valley,  especially,  exceeded  its  allotment,  carrying  in 
1876  nearly  24  per  cent  of  the  total  shipments  of  the  railroads 
which  had  entered  into  the  agreement,  or  nearly  8  per  cent  in 
excess  of  the  amount  to  which  it  was  entitled.^  The  Pennsyl- 
vania Railroad  continued  to  act  independently  of  the  other  com- 
panies. At  the  end  of  April,  1876,  a  resolution  was  passed  that 
the  association  be  dissolved,  but  upon  the  Lehigh  Valley  pledging 
itself  to  abide  by  the  agreement  the  association  was  continued.^ 
On  August  21  of  the  same  year,  at  a  meeting  of  the  coal  interests. 
President  Gowen  of  the  Reading  charged  that  the  Lehigh  Valley 
had  not  taken  the  requisite  steps  to  equalize  by  reducing  produc- 
tion, and  his  motion  that  the  association  be  dissolved  was  unani- 
mously adopted.^     Auction  sales  were  at  once  announced.^     As  a 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  152. 
2  Ihid.,  ii,  pp.  591-592. 

^  Annual  Report  of  the  Pennsylvania  Railroad,  1877,  p.  31. 

*  Ibid.,  iSj6,  p.  39. 

^  Morris  Run  Coal  Company  v.  The  Barclay  Coal  Company,  68  Pennsylvania 
Reports,  173  (1871). 
®  See  pp.  41,  148. 
^  Meeting  of  Philadelphia  and  Reading  Share  and  Bondholders,  June  6,  1877, 

P-  ^33- 

8  R.  R.  Gaz.,  8:  371  (1876).  ^  Ibid. 
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result  prices  fell  very  low,  the  average  wholesale  price  for  the 
sizes  of  coal  from  lump  to  pea  falHng  from  $4.92  in  July  to  $4.05 
in  August,  and  to  $3.61  in  September.^  An  effort  was  soon  made 
to  bring  about  a  renewal  of  the  agreement,  but  this  was  not 
successful  until  sixteen  months  of  competition  had  brought  home 
to  the  carriers  the  advantage  of  concerted  action. 

So  far  as  the  effect  of  the  agreements  of  1873-1876  on  prices  is 
concerned,  it  is  clear  that  prices  were  considerably  higher  during 
the  years  of  combination  than  they  had  been  in  1872  (though  not 
quite  so  high  as  they  had  been  in  1870  and  187 1),  and  that  they 
remained  much  steadier  throughout  the  year.^  Yet  the  combina- 
tion could  hardly  be  said  to  have  been  altogether  successful. 
Those  companies,  such  as  the  Pennsylvania  Railroad,  which  did 
not  join  the  combination  profited  by  the  restriction  and  the  higher 
prices  without  ha\dng  to  make  any  considerable  sacrifices.  But 
this  was  at  the  expense  of  the  companies  which  were  in  the  com- 
bination. The  Reading,  for  example,  was  allotted  only  25.5 
per  cent  in  1876,  whereas  the  following  year  under  free  competi- 
tion it  carried  nearly  33  per  cent. 

After  the  dissolution  of  the  association  in  August,  1876,  the 
coal  trade  was  uncontrolled  until  January,  1878.  This  competi- 
tion proved  disastrous.  The  production  of  coal  increased  con- 
siderably, the  shipments  rising  from  18.5  miUion  tons  in  1876  to 
20.8  miUion  tons  in  1877.-^  Prices,  also,  fell  very  low.  The 
average  for  all  sizes,  which  had  been  $4.11  in  1876,  fell  in 
1877  to  $2.44.^  The  effect  on  the  dividends  of  the  anthracite 
carriers  was  marked.  In  1877,  at  least  four  of  the  important 
transportation  companies,  each  of  which  had  been  paying  liberal 
dividends  for  several  years,  suspended  their  dividend  pay- 
ments, and  several  others  reduced  their  customary  rates.  As 
a  result  the  companies  were  ready  early  in  1878  to  combine 
again. 

1  See  Appendix,  Table  R';  also  chart,  p.  45.  These  prices,  it  will  be  noted,  are 
not  comparable  with  those  for  lump  coal. 

2  See  Appendix,  Table  IV;  also  chart,  p.  45. 

3  See  Appendix,  Table  I. 

*  See  Appendix,  Table  IV;  also  chart,  p.  45. 
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An  agreement  ^  was  reached  early  in  January,  1878.  Several 
new  features  were  introduced.  Control  was  to  be  exercised  over 
all  tonnage,  instead  of,  as  theretofore,  merely  over  the  tide-water 
tonnage.  The  fixing  of  prices,  however,  was  left  to  each  com- 
pany, but  it  was  recommended  that  the  agents  of  the  coal  com- 
panies constitute  a  coal  exchange  by  occupying  one  room.  The 
method  of  voting  was  modified  so  as  to  give  the  representative  of 
each  company  on  the  Board  of  Control  a  voting  power  in  propor- 
tion to  the  tonnage  allotted  to  his  company.  A  change  in  the 
method  of  collecting  the  penalty  was  introduced.  Each  company 
was  to  pay  weekly  to  the  Board  of  Control  15  cents  for  every  ton 
of  coal  mined,  which  was  to  constitute  a  fund  out  of  which  was  to 
be  paid  the  prescribed  penalty  of  $1.25  for  every  ton  shipped  in 
excess  of  the  monthly  quota.^  Changes  were  made,  also,  in  the 
percentages  allotted  to  the  different  railroads.^ 

The  terms  of  the  agreement  seem  to  have  been,  on  the  whole, 
well  kept.  The  shipments  of  coal  were  three  miUion  tons  less 
than  they  had  been  in  1877,^  and  each  railroad  adhered  rather 
closely  to  the  percentage  allotted  to  it.^  Nevertheless,  there  was 
dissatisfaction.  Many  concessions  had  been  made,  the  Reading 
securing  only  28.6  per  cent,  whereas  it  had  demanded  31  per  cent. 
The  allotment  was  not  expected  to  last  long,  as  the  Lehigh  Valley 
had  refused  to  ratify  the  agreement  to  extend  throughout  the 
winter.^  Trade,  therefore,  was  dull  throughout  the  year,  the 
public  waiting  for  the  expected  break  and  the  consequent  fall  in 
prices.^  In  October,  the  Lehigh  Valley  refused  to  sign  a  new 
agreement,^  and  in  the  following  month  it  announced  its  decision 
to  withdraw  from  the  pool  on  December  31.  The  combination, 
therefore,  was  dissolved  at  the  end  of  the  year. 

*  For  a  tabular  view  of  the  main  provisions  of  the  agreements,  1873-96,  see  Ap- 
pendix, Table  VI. 

2  Chron.,  26:  108  (1878). 
'  See  p.  41. 

^  See  Appendix,  Table  I. 
^  See  pp.  41,  148. 

•  Annual  Report  of  the  Reading  Railroad,  1878,  p.  26. 
'  Ibid.,  p.  27. 

»  R.  R.  Gaz.,  11:  545  (1879). 


46  THE  ANTHRACITE  COAL   COMBINATION 

During  the  following  year,  1879,  several  attempts  were  made 
to  come  to  an  agreement,  but  without  success.^  Each  company 
mined  coal  without  any  restriction,^  and  the  shipments  for  the 
year  were  26.1  million  tons,  which  was  8.5  million  tons  in  excess 
of  those  in  1878,  and  5  milHon  greater  than  they  had  ever  been 
before.  The  price  of  coal,  which  had  been  $2.44  in  1877,  and  had 
risen  to  $3.15  in  the  year  of  the  agreement,  fell  in  1879  to  $2.34, 
which  was  the  lowest  it  had  been  in  many  years.^  The  freight 
rates  on  coal,  also,  were  the  lowest  in  the  history  of  the  industry."* 
Partly  because  of  these  conditions  such  important  companies  as 
the  Lackawanna  Railroad,  the  Delaware  and  Hudson,  the  Central 
of  New  Jersey,  the  Reading,  and  the  Lehigh  Coal  and  Navigation 
Company  failed  in  1879  to  pay  any  dividends. 

In  the  closing  months  of  1879,  however,  prices  began  to  rise,^ 
and  a  period  of  general  prosperity  set  in,  which  lasted  four  years. 
During  the  whole  of  this  time,  probably  there  was  no  formal  agree- 
ment for  the  regulation  of  the  trade,  no  allotment  of  percentages, 
nor  any  maximum  tonnage  for  the  year.  There  was,  however, 
"  a  friendly  understanding  among  the  companies,"  ^  which 
resulted  in  a  combination,  perhaps  as  effective  as  a  formal  agree- 
ment.'^ If  a  weakening  market  gave  indication  of  an  over- 
production of  coal,  all  work  for  a  certain  number  of  days  was 
suspended  by  mutual  consent.^  During  1880  the  production  of 
coal  was  restricted  88  days,®  and  during  the  sLx  months,  Decem- 
ber, 1883,  to  May,  1884,  inclusive,  production  was  restricted  as 
many  as  63  days  in  all.^''  This  plan  was  further  strengthened  in 
April,  1884,  by  leaving  the  question  of  restriction  to  the  com- 

1  Ayimial  Report  of  the  Reading  Railroad,  187^,  p.  29. 

2  Ibid.,  1881,  p.  26. 

^  See  Appendix,  Table  IV;   also  chart,  p.  45. 

*  Annual  Report  of  the  Reading  Railroad^  1880,  p.  29.  See  also  Annual  Report  of 
the  Lehigh  Coal  and  Navigation  Coinpany,  1880,  p.  3. 

5  See  Appendix,  Table  FV;   also  chart,  p.  45- 

^  Annual  Report  of  the  Reading  Railroad,  1881,  p.  26. 

^  The  lease  of  the  Central  Railroad  of  New  Jersey  by  the  Reading  Railroad 
naturally  helped  to  promote  this  "  friendly  understanding." 

^  Chron.,  39:  196  (1884). 

^  Annual  Report  of  the  Reading  Railroad,  1881,  p.  26. 

^0  Chron.,  38:  662  (1884). 
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panics  having  the  majority  of  tonnage.^  No  agreement  to  main- 
tain prices  seems  to  have  been  made,  but  each  company  was 
expected  to  adhere  to  its  circular,  the  circulars  being  made  by 
€ach  company,  but  usually  after  consultation  with  the  other 
interests.^ 

This  restrictive  policy  was  followed  with  great  success  from 
1880  to  1884.  It  was  a  period  of  rapid  extension  of  the  industry. 
The  shipments  of  coal  rose  from  23.4  milHon  tons  in  1880  to  30.7 
milHon  in  1884,^  and  this  notwithstanding  a  cessation  of  opera- 
tions for  107  days  in  1884.  Prices  were  regarded  as  fairly  satis- 
factory, and  were  certainly  much  higher  than  in  1879.^  The 
dividends  of  the  anthracite  carriers,  also,  were  rather  generally 
increased.  Yet,  though  the  plan  of  periodical  restrictions  worked 
well  during  these  years,  it  was  defective  as  a  means  of  solving  the 
problem  of  over-production.  This  plan  made  it  to  the  interest  of 
every  company  to  produce  as  much  as  it  possibly  could  in  the 
days  allotted  to  work,  and  consequently  put  a  premium  upon 
the  opening  of  new  collieries.  As  this  enlarged  the  productive 
capacity  of  each  company,  the  number  of  idle  days  had  to  be 
greatly  increased,  yet  the  annual  production  continued  to  mount 
up.  This  fundamental  weakness  of  the  policy  of  restriction  was 
intensified  by  the  industrial  depression  of  1884,  and  it  became 
clear  to  the  companies  that  some  other  method  of  regulating  the 
trade  must  be  adopted. 

After  several  preliminary  meetings,  a  pool  was  again  formed 
December  31,  1884.  A  total  production  of  30  million  tons  for 
the  year  (1885)  was  agreed  upon.  The  monthly  production  was 
to  be  determined  by  the  Board  of  Control  according  to  the 
requirements  of  the  market,  and  was  to  be  divided  among  the 
companies  on  the  basis  of  the  percentages  agreed  upon  for  the 
year.^  These  percentages,  it  was  stated,  were  to  be  observed  in 
both  the  production  and  the  transportation  of  coal,^  each  railroad 

i  Chron.,  38:  479  (1884). 

2  Virtue,  Quart.  Jour.  Econ.,  April,  1896,  p.  310. 

'  See  Appendix,  Table  I. 

*  See  Appendix,  Table  IV;  also  chart,  p.  45. 

^  House  Report,  1887-88,  no.  4147,  p.  639.     For  percentages  see  p.  41. 

^  Mr.  Harris,  House  Report,  1887-88,  no.  4147,  p.  li. 
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di\'iding  its  allotment  among  its  shippers,  and  thereby  controlling 
their  production. ^  There  were  no  penalties  for  the  violation  of 
the  agreement;  the  companies  simply  agreed  to  limit  themselves 
to  the  proportion  allotted  to  them.  Xo  stipulation  in  regard  to 
prices  was  made.  The  agreement  was  to  continue  until  March 
31,  1886.-  Earnest  attempts  were  again  made  to  induce  the 
Pennsylvania  Railroad  to  join  the  pool,  but  it  refused  to  do  more 
than  act  in  general  harmony  with  the  other  interests  in  regard  to 
the  price  of  coal.^  The  combination  was  not,  however,  suffi- 
ciently liberal  to  the  Pennsylvania  to  secure  its  adhesion.  It  was 
offered  only  8  per  cent  of  the  total  production,  or  2.4  million  tons, 
yet  the  pre\ious  year  it  had  carried  3.1  milhon  tons.  The 
Pennsylvania,  furthermore,  was  rapidly  extending  its  system, 
and  was  thus  in  a  position  to  carr}*  an  even  larger  tonnage.'* 
The  refusal  of  the  Pennsylvania  Railroad  to  join  the  pool  proved 
to  be  a  demoralizing  factor.  This  railroad  carried  in  the  course 
of  the  year  nearly  3  per  cent  more  than  the  other  companies  had 
allotted  it.  All  the  companies  which  had  entered  into  the  agree- 
ment, with  the  exception  of  the  Erie,  fell  behind,  —  the  Phila- 
delphia and  Reading  and  its  leased  railroad,  the  Central  of  Xew 
Jersey,  suffering  the  greatest  loss.°  Prices,  which  had  fallen 
sHghtly  since  1881,  took  a  decided  drop  in  1885,  ^^^  ^^^1  especially 
low  during  the  last  months  of  the  combination.^ 

In  spite  of  the  dissatisfaction,  however,  the  agreement  was 
renewed.  At  a  meeting  held  at  the  home  of  Mr.  J.  P.  !^Iorgan, 
March  22,  1886,  the  necessity  for  concerted  action  was  brought 
out  by  Mr.  Morgan."  Among  other  reasons,  harmony  was  neces- 
sar>'  in  order  to  effect  an  enduring  reorganization  of  the  Reading, 
which  had  failed  in  1884.  An  agreement  was  reached  at  a  meet- 
ing of  the  presidents  of  the  coal  companies,  April  5,  1886.^     The 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  145. 

'  Chron.,  40:  27  (1885). 

'  House  Report,  1887-88,  no.  4147,  p.  649. 

*  Chron.,  40:  40  (1885). 

*  See  p.  148. 

*  See  Appendix,  Table  IV;   also  chart,  p  45. 
'  House  Report,  1887-88,  no.  4147,  P-  Iii- 

8  R.  R.  Gaz.,  18:  253  (1886). 
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output  for  the  year  April  i,  1886,  to  March  31,  1887,  was  to  be 
33,500,000  tons  to  be  divided  among  the  railroads  in  certain 
agreed  percentages.^  The  Pennsylvania  Railroad  was  assigned 
3,500,000  tons.  It  named  this  amount  as  its  probable  tonnage, 
but  remained  outside  the  pool,  and  did  not  bind  itself  to  make 
any  reduction  should  the  other  companies  decide  to  reduce  the 
total  production  below  33,500,000  tons.^  The  penalty  for  ship- 
ment in  excess  of  the  allotment  was  50  cents  a  ton  to  be  paid 
March  31,  1887,  but  no  guarantee  was  required.  The  price  of 
coal  free  on  board  New  York  Harbor  was  to  be  raised  at  once 
25  cents  a  ton.^  This  combination,  Kke  that  of  1885,  was  made 
by  agreement  merely,  no  attempt  being  made  to  have  it  signed.^ 
It  could  hardly  be  said  that  the  combination  was  successful.  It 
is  true  that  the  shipments  increased  but  slightly,  and  did  not 
exceed  the  amount  agreed  upon  for  the  year.^  The  average  price 
of  coal,  however,  fell  to  $2.98  for  the  twelve  months  of  the  agree- 
ment, and  this  was  much  lower  than  the  general  range  of  prices 
throughout  the  preceding  years.^  This  is  an  indication  that  the 
maximum  set  for  the  year  was  too  large. 

The  agreement  upon  its  expiration  was  not  renewed.  There 
were  at  this  time  legislative  and  judicial  inquiries  into  the  conduct 
of  the  coal  trade,  and  the  pools  which  had  prevailed  in  the  past 
were  believed  to  have  been  prohibited  by  the  Interstate  Com- 
merce Act,  which  went  into  effect  on  January  i,  1887.  There 
was  little  change,  however,  in  the  conduct  of  operations.  A 
committee  appointed  by  the  Pennsylvania  Legislature  came  to 
the  conclusion  that  the  pool  may  have  been  technically  dissolved 
in  1887,  but  it  was  not  in  reality,  since  the  former  practices  con- 
tinued.^ The  sales  agents  of  the  companies  continued  to  meet 
and  to  fix  the  production  and  prices.  On  April  21,  1891,  for 
instance,  they  met  at  the  Fifth  Avenue  Hotel,  New  York,  and 

*  See  p.  41. 

2  R.  R.  Gaz.,  18:  268  (1886). 

3  House  Report,  1887-88,  no.  4147,  p.  Hi. 

*  Chron.,  42:  462  (1886). 
^  See  Appendix,  Table  I. 

*  See  Appendix,  Table  IV;  also  chart,  p.  45. 

'  House  Report,  1887-88,  no.  4147,  pp.  liii-liv. 
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resolved  that  the  amount  of  coal  to  be  mined  in  May  should  be 
2,500,000  tons.^  The  action  of  the  sales  agents  was  helpful  in 
securing  a  greater  degree  of  stability  in  the  coal  trade,  in  spite  of 
the  fact  that  frequently  these  resolutions  were  not  carried  into 
effect.  It  was  difficult  to  carry  the  resolutions  into  effect  because 
the  productive  capacity  of  the  mines  v/as  twelve  to  fifteen  million 
tons  greater  than  the  market  would  take  at  satisfactor}*  prices,  — 
satisfactory^,  that  is,  not  to  the  public,  but  to  the  companies, 
which  desire  prices  that  will  return  a  profit,  not  merely  on  their 
mining  operations,  but  also  a  surplus  toward  meeting  the  interest 
charges  on  the  vast  obhgations  incurred  (perhaps  not  always 
wisely)  in  securing  their  enormous  holdings  of  coal  lands. 

Thus  the  trade  was  conducted  from  1887  to  the  close  of  1891. 
Shipments  increased  from  34.6  milHon  tons  in  1887  to  40.4  million 
tons  in  1891.^  Prices  were  rather  well  maintained  from  1887  to 
1888,  but  by  1 89 1  had  fallen  quite  low.^ 

Some  stricter  control  of  the  trade  than  could  be  secured  by  the 
old  method  of  allotment  was  now  felt  to  be  necessary.  The 
initiative  was  taken  by  the  Philadelphia  and  Reading  Railroad. 
This  company,  for  several  years,  had  been  carr^'ing  about  20 
per  cent  of  the  total  shipments,  whereas  its  large  coal  area 
entitled  it  to  nearer  30  per  cent.  This  amount  it  hoped  to  secure 
without  unduly  disturbing  the  trade.  On  Februar}^  11,  1892, 
the  Reading  leased  the  Lehigh  Valley  Railroad  for  999  years,  and 
guaranteed  it  7  per  cent  di\idends  after  the  first  of  December, 
1892.*  The  Reading  also  desired  to  lease  the  Central  Railroad  of 
New  Jersey.  The  laws  of  the  State  of  New  Jersey,  however,  for- 
bade the  lease  of  a  domestic  to  a  foreign  corporation.^  This 
prohibition  was  ingeniously  evaded  by  President  McLeod.  He 
secured  the  incorporation  of  the  Port  Reading  Railroad  to  extend 
from  Bound  Brook,  New  Jersey,  the  terminus  of  the  Reading 

^  Chron.y  52:  913  (1891). 

2  See  Appendix,  Table  I. 

^  See  Appendix,  Table  IV;  also  chart,  p.  45. 

*  Alleged  coal  combination,  1892-93.  2d  Sess.,  5 2d  Cong.,  House  of  Repres. 
Report,  i,  no.  2278,  Exh.  A,  pp.  153  et  seq.  Referred  to  hereafter  as  House  Report, 
1892-93,  no.  2278. 

^  Ibid.,  p.  220. 
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Railroad,  to  Arthur  Kill  in  the  tide-waters  of  New  York  Harbor, 
thus  lying  entirely  within  the  State  of  New  Jersey.^  To  this 
minor  corporation  the  Central  Railroad  of  New  Jersey  was  leased 
on  the  1 2th  of  February,  1892,  for  a  term  of  999  years.^  The  Port 
Reading  Railroad,  to  which  the  Central  of  New  Jersey  was  leased, 
was  at  this  time  incomplete,  only  a  few  miles  of  single  track  having 
been  laid;  it  was  without  rolling  stock  or  terminals,  and  its  stocks 
and  bonds  were  in  the  hands  of  a  still  smaller  corporation  known 
as  the  Port  Reading  Construction  Company,  capitalized  at 
$100,000,  which  had  contracted  to  build  the  Port  Reading  Rail- 
road, and  had  borrowed  the  money  therefor  from  the  Philadelphia 
and  Reading  Railroad.  The  Port  Reading  Construction  Com- 
pany was  undoubtedly  owned  for  practical  purposes  by  the 
Philadelphia  and  Reading  Railroad,  the  corporators  of  the 
Construction  Company  being  either  officers  or  agents  of  the 
Railroad.^ 

The  Port  Reading  Railroad  convenanted  to  pay  all  the  fixed 
charges  of  the  Central  of  New  Jersey,  7  per  cent  in  dividends,  and 
half  of  the  earnings  over  7  per  cent  and  up  to  10  per  cent.  All 
the  earnings  in  excess  of  10  per  cent  were  to  go  to  the  Port  Read- 
ing Railroad.  At  about  the  same  time,  the  Central  of  New  Jersey, 
the  Port  Reading  Railroad,  and  the  Philadelphia  and  Reading 
Railroad  entered  into  a  tripartite  agreement.  The  Central  of 
New  Jersey  agreed  to  lease  to  the  Port  Reading,  if  the  Phila- 
delphia and  Reading  would  guarantee  the  previous  contract,  and 
the  Port  Reading  agreed  to  lease  the  Central  of  New  Jersey,  if  the 
Philadelphia  and  Reading  would  insure  the  increase  of  traffic 
contemplated  by  the  new  arrangement.  The  Reading,  for  its 
part,  was  willing  to  guarantee  the  lease,  because  of  the  valuable 
coal  properties  and  terminals  of  the  Central  of  New  Jersey.^ 
The  Philadelphia  and  Reading  Coal  and  Iron  Company  likewise 
secured  control,  through  a  lease  and  stock  arrangement,  of  the 
Lehigh  Valley  Coal  Company,  the  subsidiary  mining  company  of 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  563. 
2  House  Report,  1892-93,  no.  2278,  p.  212. 
^  Ibid.,  pp.  21 1-2 1 2. 
^  Ihid.,  pp.  212-213. 
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the  Lehigh  Valley  Railroad. ^  The  Reading  Coal  and  Iron  Com- 
pany contracted,  also,  to  buy,  for  a  certain  percentage  of  the  tide- 
water price,  the  coal  of  the  Lehigh  Valley  Coal  Company  and  of 
the  Lehigh  and  Wilkes-Barre  Coal  Company,  the  latter  being 
practically  owned  by  the  Central  of  New  Jersey. ^  An  attempt 
was  made,  also,  to  secure  a  greater  interrelation  of  interests 
among  the  carriers  of  anthracite  coal.  President  Maxwell  of  the 
Central  of  New  Jersey,  and  others  connected  with  him,  became 
large  holders  of  stock  in  the  Lackawanna  Railroad.^  Mr.  Max- 
well and  Mr.  G.  F.  Baker,  both  directors  of  the  Central  of  New 
Jersey,  were  elected  to  the  Lackawanna  board,  while  President 
Sloan  of  the  Lackawanna  was  elected  to  the  directorate  of  the 
Central  of  New  Jersey.  Mr.  Sloan  announced  that  the  manage- 
ment of  the  Lackawanna  was  in  sympathy  \\\\h  the  plans  of  the 
Reading.  "  Lackawanna  will  not  be  a  competitive  factor  in  the 
coal  trade."  ^ 

The  Reading  Railroad  had  thus  secured  control  of  two  compet- 
ing railroads  and  their  coal  companies,  and  had  established, 
through  purchases  of  stock  and  interchange  of  directors,  a  com- 
munity of  interest  with  still  another  railroad.  Including  the 
shipments  of  the  Lackawanna,  which  was  working  in  harmony 
with  the  combination,  the  Reading  controlled  nearly  70  per  cent 
of  the  total  shipments  of  anthracite  coal.^  Additional  strength 
was  given  to  the  combination  by  tying  up  the  individual  opera- 
tors of  coal  through  long'  term  contracts,  running  generally  for 
seven  years,  whereby  in  return  for  a  certain  percentage  of  the 
tide-water  price  of  coal  the  operators  entering  into  the  contracts 
placed  the  marketing  of  their  coal  in  the  hands  of  the  railroads  or 
of  their  subsidiary  coal  companies,  with  whom  most  of  the  con- 
tracts were  made.«      Through  Mr.   McLeod's  influence  these 

^  Chron.,  54:  288  (1892). 

2  Annual  Report  of  the  Reading  Railroad,  1895,  pp.  15-16.  See  also  Transcript 
of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  142. 

3  Chron.  54,  288  (1892).  Mr.  Maxwell  said  that  this  stock  was  bought  for  the 
purpose  of  working  in  harmony  with  President  Sloan  for  the  good  of  the  trade. 

4  Ibid. 

^  See  p.  148. 

'  See  p.  88  for  a  description  of  these  contracts. 
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contracts  were  made  not  only  with  the  roads  embraced  in  his 
system,  but  with  a  number  of  the  other  raihoads  as  well.^  About 
the  same  time,  large  purchases  of  the  stock  of  the  Boston  and 
Maine  Railroad  were  made,  and  Mr.  McLeod  was  elected  presi- 
dent of  the  road.  Through  purchases  of  stock,  or  through  lease, 
control  was  Hkewise  secured  of  the  roads  connecting  the  Reading 
system  with  the  Boston  and  Maine.  This  involved  a  very  great 
extension  of  the  Reading  system,  but  connected  it  with  an 
important  manufacturing  region,  and  provided  it  with  an  outlet 
for  its  surplus  coal.  A  new  market  in  New  England  was  chosen 
in  order  to  increase  the  Reading's  tonnage,  as  Mr.  McLeod  said, 
"  without  getting  into  such  a  row  with  my  neighbors  that  the 
whole  structure  would  go  to  pieces."  ^ 

The  failure  of  this  combination  was  due  to  a  number  of  causes. 
The  price  of  stove  coal  was  advanced  more  than  a  dollar  a  ton 
between  February  and  September,  1892,^  and  a  tremendous 
pubHc  outcry  arose.  In  June,  1892,  the  Attorney  General  of 
New  Jersey  applied  for  an  injunction  to  dissolve  the  lease  of  the 
Central  of  New  Jersey  to  the  Reading,  on  the  ground  that  it  was 
illegal.^  In  August,  Chancellor  McGill  declared  the  lease  null 
and  void.  He  held  that  the  intervention  of  the  Port  Reading 
Railroad  was  but  a  device  to  disguise  the  real  nature  of  the  trans- 
action, and  that  the  real  lessee  was  the  Philadelphia  and  Reading 
Railroad.^  This,  therefore,  amounted  in  substance  to  a  lease  of 
the  Central  Railroad  of  New  Jersey  to  the  Reading,  which  was 
contrary  to  law.  Suits  were  brought,  also,  in  the  Pennsylvam'a 
courts  to  annul  the  lease  of  the  Lehigh  Valley  to  the  Reading,  but 
these  were  not  successful.  It  was  held  that  these  roads  were  not 
parallel  and  competing  Hues,  and  the  lease  was  not,  therefore, 
prohibited  by  law.^     The  attempt  of  the  Reading  to  enter  New 

^  Industrial  Commission,  ix,  pp.  cxxxvii-cxxxviii. 

^  Ihid.,  p.  567. 

'  See  p.  156.  Reliable  prices  for  stove  coal,  which  is  typical  of  the  prepared  or 
domestic  sizes,  can  be  secured  only  since  the  year  1890.  These  figures,  therefore, 
are  not  comparable  with  those  before  1890.  There  are  not  available  reliable  prices 
for  the  same  size  of  coal  throughout  the  whole  period. 

^  R.  R.  Gaz.,  24:  420  (1892). 

^  House  Report,  1892-93,  no.  2278,  p.  219. 

«  R.  R.  Gaz.,  25:  102  (1892). 
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England  met  with  the  hostility  of  the  influential  banking  house 
of  J.  P.  Morgan  and  Co.,  which  increased  the  railroad's  difficul- 
ties. President  McLeod's  operations  in  acquiring  the  Boston 
and  Maine  were,  furthermore,  not  only  questionable,  but  ex- 
tremely expensive.^  Finally,  the  agreement  to  purchase  the 
output  of  the  individual  operators  involved  a  severe  financial 
strain  as  the  rise  in  the  price  of  coal  greatly  stimulated  its  pro- 
duction. The  Reading,  by  reaching  out  for  one  railroad  after 
another,  with  its  credit  already  strained  to  the  utmost,  invited 
a  catastrophe.  The  opposition  of  banking  interests  and  the 
frequent  attacks  upon  the  Reading  system  hurt  its  credit.  The 
events  leading  up  to  the  panic  of  1893  m2,de  it  difficult  for  the 
Reading  to  secure  needed  funds,  and  in  February,  1893,  it  failed. 
The  lease  of  the  Lehigh  Valley  to  the  Reading  was  abrogated  in 
August,  the  New  England  extension  was  abandoned, ^  and  the 
''  Reading  System "  became  again  primarily  a  coal-carrying 
road  from  the  anthracite  mines  to  tide-water. 

The  control  of  the  trade  exercised  by  the  Reading,  though  result- 
ing in  a  decHne  in  its  shipments,  both  absolutely  and  relatively, 
postponed  for  a  time  the  effects  of  the  general  depression  which  fol- 
lowed the  panic  of  June,  1893.  Though  business  generally  was 
much  depressed  during  the  latter  part  of  1893,  the  anthracite 
trade  was  fairly  prosperous,  in  spite  of  the  fact  that  prices  were 
lower  than  they  had  been  in  the  latter  part  of  1892,  and  the  early 
part  of  1893.  During  the  early  months  of  1894,  prices  fell 
steadily.  Stove  coal,  for  example,  fell  in  price  from  $4.16  in 
January  to  S3. 50  in  May.  In  June,  despite  the  fact  that  nearly 
twice  as  much  coal  was  mined  as  had  been  recommended  by  the 
sales  agents,  prices  improved  slightly.  The  real  demoralization 
of  the  trade  came  in  September,  but  in  October  prices  went  even 
lower.  The  average  for  the  year  was  $3.60  or  59  cents  less  than 
the  average  for  1893.^  This  demorahzed  condition  of  the  trade 
prevailed  in  spite  of  an  apparent  agreement  among  the  companies. 
At  a  meeting  of  the  sales  agents  in  December,  1894,  a  decision 
was  made  to  restrict  the  output  during  January  to  45  per  cent. 

^  Daggett,  Railroad  Reorganization,  p.  1 24. 

2  Ibid.,  p.  128.  '  See  p.  156. 
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of  the  capacity.^  In  May,  1895,  the  sales  agents  substantially 
agreed  to  confine  mining  operations  to  three  consecutive  days  a 
week.2  These  agreements,  however,  were  not  well  kept.  The 
actual  shipments  in  1894  exceeded  by  more  than  9  million  tons 
the  tonnage  recommended  by  the  sales  agents.^  This  form  of 
restriction  was  adopted  only  because  of  the  unwillingness  of  the 
companies  to  yield  to  the  demand  of  the  Reading  Railroad  for  an 
allotment  of  21  per  cent.^  This  company  was  the  real  disturbing 
factor  in  the  situation.  Its  continued  insolvency,  relieving  it 
from  the  necessity  of  meeting  its  interest  charges,  enabled  it  to 
carry  competition  to  an  extreme. 

Thus  the  year  1895  was  an  unprofitable  one.  The  Reading 
Coal  and  Iron  Company,  for  example,  which  in  1894  had  an 
excess  of  receipts  over  expenses  of  approximately  $268,000,  failed 
in  1895  to  earn  its  operating  expenses.^  It  is  true  that  a  market 
was  found  for  a  greatly  increased  amount  of  coal,  the  shipments 
in  1895  being  3.5  million  tons  greater  than  they  had  ever  been 
before,  and  more  than  5  million  tons  in  excess  of  those  in  the  pre- 
ceding year.^  But  as  a  result  of  the  inabihty  of  the  railroads  to 
agree  upon  a  division  of  tonnage,  the  production  was  carried 
beyond  what  the  market  would  take  at  the  prevaiHng  prices,  and 
a  decided  slump  was  the  natural  result.  Stove  coal,  which  had 
sold  for  S3. 60  in  1894,  averaged  only  $3.12  in  1895,  and  in  August 
of  that  year  went  down  to  $2.89,  or  68  cents  less  than  it  had  been 
in  August  of  the  preceding  year.'^ 

This  state  of  affairs  led  to  a  successful  attempt  to  renew  the  old 
allotment  plan.  Numerous  meetings  had  been  held  throughout 
1895,  but  an  agreement  was  not  reached  until  January  30,  1896.^ 
The  adoption  of  a  new  agreement  at  this  time  was  facilitated  by 
the  desire  of  the  Reading  to  give  stability  to  the  coal  trade  in 
order  that  its  reorganization  plan  might  be  successful.  It 
receded  from  its  demand  for  21  per  cent  of  the  tonnage,  and 
accepted  20.5  per  cent.  Definite  percentages,  since  known  as 
*'  president's  percentages,"  were  agreed  upon  as  in  the  earlier 

1  Chron.,  59:  1140  (1894).  ^  Chron.,  62:  210  (1896). 

2  Ihid.,  60:  793  (1895).  ^  See  Appendix,  Table  I. 
'  Mineral  Industry,  iii,  p.  142.  "^  See  p.  156. 

*  Chron.f  60:  1076  (1895).  ^  Chron.,  62:  231  (1896). 
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pools.  This  agreement,  unsigned  as  a  matter  of  course,  was  to 
continue  from  February  i,  1896,  to  January  i,  1897,  after  which 
it  was  to  be  subject  to  re\ision  on  thirty  days  notice.^  The  fixing 
of  prices  and  the  determination  of  tonnage  was  left  to  the  sales 
agents,  but  a  permanent  Board  of  Managers  was  to  act  in  an 
ad\dsor}^  capacity,  and  to  maintain  a  close  watch  over  all  inter- 
ests.- 

The  di\'ision  of  tonnage  was  well  adhered  to  by  the  companies. 
In  ever}'  case  the  de\'iation  of  shipments  from  the  percentage 
allotted  was  less  than  one-half  of  i  per  cent.^  But  the  pool, 
being  in  its  nature  secret,  could  not  prevent  the  recurrence  of  the 
old  abuses.  The  tonnage  in  1896  was,  with  the  exception  of  that 
in  1895,  the  largest  yet  attained.^  This  would  seem  to  indicate 
that  the  policy  of  restriction  pursued  by  the  companies  was  not 
carried  far  enough.  Nevertheless,  prices  were  much  higher  than 
those  of  the  previous  year.  Stove  coal  averaged  S3. 79  in  1896, 
which  was  66  cents  more  than  the  average  for  1895.^  I^  spite  of 
the  better  prices,  the  agreement  upon  its  expiration  was  not  con- 
tinued, and  the  companies  returned  to  the  scheme  of  curtailment 
of  production.  This  worked  well  during  the  first  six  months  of 
1897,  the  mines  in  the  early  part  of  the  year  being  worked  only 
i\  to  3  days  a  week.^  In  the  last  six  months  of  the  year  the 
production  was  much  larger,  being,  in  fact,  over  9  million  tons 
greater  than  the  production  in  the  first  six  months.^  Yet  the 
percentage  of  the  total  shipments  carried  by  each  railroad  varied 
but  sHghtly  from  the  allotment  of  1896,^  sho\\dng  that  there  was  a 
certain  amount  of  harmonious  action.  Prices  rose  from  $3.70  in 
1896  to  S4.01  in  1897.^  In  the  following  year,  1898,  the  trade  was 
unsatisfactory.  The  demand  was  limited,  and  prices  fell  to  the 
level  of  i896,being  especially  low  during  the  latter  part  of  1898.^° 
There  was  less  harmony,  also,  in  the  conduct  of  the  trade. 

Summarizing  the  period  1873  ^^  1898,  it  is  apparent  that  the 
adoption  of  the  various  agreements  usually  had  a  steadying 

^  Chron.,  62:  231  (1896).  ^  R.  R.  Gaz.,  29:  229  (1897). 

2  Iron  Age,  57:  362  (1896).  '  See  Appendix,  Table  III. 

'  See  pp.  41,  148.  *  See  p.  148. 

*  See  .\ppendix,  Table  I.  '  See  p.  156. 

^  See  p.  156.  1°  Ibid. 
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effect  upon  the  trade,  but  they  were  not  long  maintained,  and 
upon  their  termination  competition  was  carried  to  an  extreme,  the 
result  generally  being  an  increased  production  and  much  lower 
prices.  This  fact  is  well  illustrated  by  the  alternating  periods 
of  combination  and  competition  in  the  seventies.  Although 
in  1873,  the  year  of  the  first  combination,  the  shipments  exceeded 
those  of  the  preceding  year,  they  declined  in  each  of  the  following 
years  during  which  there  was  an  agreement,  and  then  upon  the 
dissolution  of  the  combination  in  the  latter  part  of  1876  increased 
again.  In  1878,  when  an  agreement  was  again  adopted,  the 
shipments  declined  from  20.8  milHon  tons  to  17.6  million,  but  in 
the  following  year,  when  competition  prevailed,  they  increased 
to  26.1  million  tons,  or  over  5  million  tons  greater  than  the 
maximum  up  to  that  time.  The  effect  upon  prices  was  the  same. 
The  average  price  of  all  sizes  of  coal  from  lump  to  pea  had  been 
$3.84  in  1872.  It  rose  steadily  to  $5.28  in  1875,  ^^^  was  well 
maintained  during  the  early  months  of  1876,  but  on  the  dissolu- 
tion of  the  pool  in  August  fell  rapidly,  and  in  1877,  a  competitive 
year,  fell  as  low  as  $2.44.  In  1878,  when  the  agreement  was  in 
force,  prices  rose  again  to  $3.15,  but  upon  its  abandonment  in  the 
following  year  fell  to  $2.34.  There  had  been  similar  agreements 
in  the  eighties,  and  also  attempts  to  prevent  over-production  by 
a  diminution  of  the  number  of  working  days,  but  this  latter  plan, 
as  has  been  shown/  contained  within  itself  the  germs  of  its  own 
failure.  Hence  a  combination  on  a  larger  scale  was  attempted 
by  the  Reading  Railroad  in  1892,  but  this  Hkewise  proved  to  be  a 
failure,  and  resulted  in  the  bankruptcy  of  its  promoter.  After 
a  period  of  low  prices  in  1894  and  1895,  the  old  allotment  plan  was 
tried  in  1896.  Though  this  was  accompanied  by  lessened  pro- 
duction and  higher  prices,  nevertheless  it  was  not  renewed 
upon  its  expiration,  and  competition  again  prevailed. 

The  explanation  of  the  persistent  attempts  during  this  period 
(1873-1898)  to  restrict  or  ehminate  competition  is  probably  two- 
fold: First,  the  need  of  meeting  the  interest  charges  upon  the 
huge  obHgations  incurred  by  the  companies  in  attempting  to 
secure  control  of  the  coal  lands.      Second,   the  intermittent 

1  See  p.  47. 
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character  of  the  trade.  Anthracite  coal  was  primarily  used  for 
domestic  purposes,  and  even  more  so  during  this  period  than  at 
present.  The  demand  was  heavy  during  the  winter  months,  and 
the  operators  were  prepared  to  meet  this  demand  in  full.  The 
greatly  lessened  demand  of  the  summer  months  offered  a  strong 
temptation  to  cut  prices  in  order  to  render  possible  continuous 
operation  at  some  profit,  however  small,  especially  as  interest  and 
otherfixedchargesranon  whether  or  no  the  plant  was  in  operation. 
Storage  on  a  large  scale,  which  would  equalize  the  irregularities, 
was  not  regarded  as  practicable.  To  prevent  price  cutting, 
therefore,  pools  were  formed.  These,  however,  proved  only 
partly  successful,  and  during  a  considerable  portion  of  this  time 
the  coal  trade  was  quite  demorahzed.  The  anthracite  railroads 
became  convinced  that  they  must  find  some  more  effective 
method  for  restraining  competition  than  had  hitherto  been 
adopted.  Conditions,  then,  were  ripe  in  1898,  as  they  had  been 
in  1873,  ^^"^  the  formation  of  a  combination  which  promised  a 
more  effective  control  over  the  trade. 


CHAPTER  IV 

The  Development  of  an  Effective  Combination 

SINCE    1898 

About  1898  the  anthracite  coal  trade  entered  upon  a  new  era. 
The  anthracite  coal-carrying  railroads  began  to  experience  a 
period  of  harmony  and  prosperity  unknown  in  the  preceding 
years.  This  was  the  result  of  a  more  far-reaching  consoHdation 
than  had  taken  place  previously.  The  characteristic  features  of 
this  new  development  were: 

I.   Railroad  consolidation. 
11.   The  development  of  a  community  of  interest  among  the 

railroads. 
III.   The  practical  elimination  of  the  independent  operators. 
To  a  consideration  of  these  attention  will  next  be  directed. 

I.   Railroad  Consolidation 

Early  in  1898  the  Erie  Railroad  purchased  a  controlling  interest 
in  the  New  York,  Susquehanna  and  Western  Railroad.  The 
latter  road  first  became  engaged  in  the  business  of  carrying  coal 
in  1882.  In  that  year,  tonnage  having  been  pledged  to  it  by 
independent  operators,  the  Susquehanna  Railroad  extended  its 
line,  then  running  through  New  York  and  New  Jersey,  westward 
to  Gravel  Place,  3  miles  northwest  of  Stroudsburg,  where  con- 
nection was  secured  with  the  Lackawanna  Railroad.^  The 
Susquehanna  in  the  same  year,  by  means  of  a  feeder  line  from 
those  collieries  in  the  Wyoming  field  whose  tonnage  had  been 
pledged  to  it,  secured  a  connection  in  the  coal  fields  with  the 
Lackawanna.  The  Susquehanna  had  secured  its  tonnage  by 
giving  the  independent  operators  a  lower  freight  rate  than  had 
previously  prevailed.     Its  competition  was  immediately  felt,  and 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  280;  iv,  pp.  69,  197. 
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gradually  the  other  railroads  were  compelled  to  reduce  their 
freight  charges.^  In  this  competition,  however,  the  Susque- 
hanna was  at  a  disadvantage,  as  it  had  no  through  route.  It  was 
necessary  for  it  to  use  the  Lackawanna's  Hne  from  the  coal  fields 
to  Stroudsburg,  a  distance  of  about  65  miles,  and  after  transport- 
ing the  coal  to  tide- water  to  turn  it  over  again  to  the  Lackawanna, 
as  the  Susquehanna  Railroad  had  no  terminal. ^  It,  therefore, 
organized  in  March,  1892,  the  Wilkes-Barre  and  Eastern  Railroad 
Company,  whose  entire  capital  stock  it  retained,  to  extend  from 
Stroudsburg,  the  western  terminus  of  the  Susquehanna  Railroad, 
to  Wilkes-Barre  in  the  Northern  field. ^  In  the  same  year, 
primarily  for  the  purpose  of  handhng  its  coal  traffic,  the  Susque- 
hanna secured  terminal  faciHties  at  Edgewater  on  New  York 
Harbor,  about  5  or  6  miles  north  of  Jersey  City."^  In  1897  ^^ 
Susquehanna  Connecting  Railroad,  owned  by  the  Susquehanna 
Railroad,  was  constructed  near  Wilkes-Barre  in  order  to  connect 
the  Wilkes-Barre  and  Eastern  with  certain  mines,  whose  product 
had  previously  been  deHvered  to  it  by  the  Lehigh  Valley,  and  by 
the  Delaware  and  Hudson.^  The  Susquehanna  Railroad  in  its 
annual  report  for  1897  announced  that  the  completion  of  this  Hne 
had  placed  the  company  in  an  independent  position  in  respect  to 
the  transportation  of  coal.  In  the  following  year  the  Susque- 
hanna secured  connections,  also,  with  other  railroads.  It  was 
then  in  a  position  to  carry  to  market  part  of  the  output  of  the 
collieries  of  the  Delaware  and  Hudson  and  of  the  Pennsylvania 
Coal  Company,  which  was  at  that  time  being  carried  by  the  Erie 
Railroad.^ 

The  Erie,  then,  in  order  to  remove  the  danger  of  this  competi- 
tion, leased  the  Susquehanna  Railroad  on  February  24,  1898,  for 
the  period  of  one  year.''  In  accordance  with  the  conditions  of  the 
lease  it  increased  its  capital  stock  on  March  11,  1898,  in  the 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  281-282. 

2  Ibid.,  iv,  p.  163. 

^  Ibid.y  vi,  N.  Y.  S.  &  W.  Exhs.,  no.  5,  p.  18;  and  iv,  p.  165. 

'•  Ibid.,  iv,  pp.  48-49. 

^  Ibid.,  vi,  N.  Y.  S.  &  W.  Exhs.,  no.  5,  p.  18;  and  iv,  p.  201. 

^  Ibid.,  iv,  pp.  200-205. 

^  Annual  Report  of  the  Erie  Railroad,  1898,  p.  16. 
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amount  of  $26,000,000,  which  was  to  be  exchanged  for  the  stock 
of  the  Susquehanna  Raihoad  on  the  following  terms:  one  share 
of  Erie  common  was  to  be  exchanged  for  one  share  of  Susque- 
hanna common,  and  nine-tenths  of  one  share  of  Erie  preferred  for 
one  share  of  Susquehanna  preferred.^  The  Legislature  of  New 
Jersey  consented  to  the  lease  and  by  the  30th  of  June,  1898,  the 
Erie  had  acquired  122 ,463  shares  of  the  common  and  1 28,440  shares 
of  the  preferred  stock  of  the  Susquehanna  Railroad,  or  over 
96  per  cent  of  its  total  capital  stock.^  Though  the  Susquehanna 
Railroad  is  still  operated  as  a  separate  corporation,  its  manage- 
ment is  the  same  as  that  of  the  Erie  Railroad.  Both  have  the 
same  executive  officers,  and  all  but  three  of  the  twelve  directors 
of  the  Susquehanna  are  directors  of  the  Erie.^  The  Erie  at 
the  same  time  secured  control  of  the  New  York,  Susquehanna 
and  Western  Coal  Company,^  a  majority  of  whose  stock  was 
owned  by  the  Susquehanna  Railroad,  and  the  directors  and  the 
officers  of  the  New  York,  Susquehanna  and  Western  Coal 
Company  became  the  same  as  those  of  the  Hillside  Coal  and 
Iron  Company,  then  the  principal  subsidiary  coal  company  of 
the  Erie  Railroad. 

One  of  the  main  features  in  the  movement  toward  railroad 
consoKdation  has  been  the  purchase  by  the  Reading  Company 
(the  holding  company  of  the  Philadelphia  and  Reading  Railway 
Company  and  of  the  Philadelphia  and  Reading  Coal  and  Iron 
Company)  ^  of  a  controlKng  interest  in  the  Central  Railroad  of 
New  Jersey.  The  old  Philadelphia  and  Reading  Railroad  had 
previously  on  two  occasions  secured  a  lease  of  the  Central  of  New 
Jersey,  once  in  1883  and  again  in  1892.  It  had  been  forced,  how- 
ever, to  give  up  the  lease  in  both  cases,  the  first  time  on  account 
of  bankruptcy,  and  the  second  because  the  lease  was  declared  null 
by  the  New  Jersey  courts.  Having  been  thwarted  in  its  attempt 
to  secure  control  of  the  Jersey  Central  by  lease,  the  Reading 
Company  (which  owned  all  the  stock  of  the  Philadelphia  and 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exhs.  153  and  154. 

2  Annual  Report  of  the  Erie  Railroad ,  1898,  p.  16. 
^  'Poof  s  Manual  of  Railroads,  1914,  pp.  221,  235. 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  99. 
^  See  p.  115. 
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Reading  Railway  Company,  the  successor  to  the  Philadelphia 
and  Reading  Railroad  Company)  decided  to  purchase  outright  a 
controlling  interest  in  the  road.  In  pursuance  of  this  plan,  the 
Reading  Company,  on  January  5,  1901,  purchased  at  $160  a 
share,  145,000  shares  of  the  Central  of  New  Jersey,  or  over  53 
per  cent  of  the  total  stock  outstanding.  The  money  for  the  pur- 
chase was  secured  by  the  issue  of  60,353  shares  of  first  preferred 
stock,  and  34,275  shares  of  second  preferred,  and  in  addition  by 
$23,000,000  of  4  per  cent  collateral  trust  bonds,  secured  by  the 
deposit  of  the  145,000  shares  of  the  Central  Railroad  of  New 
Jersey,  as  well  as  by  29,900  shares  of  the  capital  stock  of  the 
Perkiomen  Railroad,  and  4400  shares  of  the  capital  stock  of  the 
Port  Reading  Railroad  Company.^ 

Though  the  price  paid  for  the  stock  of  the  Central  of  New  Jersey 
was  very  high  as  compared  wdth  market  quotations  during  1900, 
j  the  advantages  of  the  purchase  were  quite  ob\dous.  The  com- 
i  bination  of  the  two  railroads  placed  nearly  one-third  of  the  total 
'  shipments  of  coal,  on  the  basis  of  the  shipments  for  1900,  under 
the  control  of  the  Reading  Company.  The  advantages  for  the 
future  from  the  standpoint  of  coal  tonnage  were  even  more  im- 
portant than  the  advantages  immediately  secured.  The  Jersey 
Central  owned  the  second  largest  reserve  supply  of  coal.^  By 
the  acquisition  of  this  reserve  the  Reading  system  owned  and 
controlled  about  63  per  cent  of  all  the  unmined  coal  in  the  State 
of  Pennsylvania.^  From  the  standpoint  of  faciHties,  also,  the 
advantages  of  the  consolidation  were  great.  The  Central  of  New 
Jersey  was  in  many  ways  a  natural  complement  to  the  Reading 
lines.  Though  the  Reading  possessed  an  outlet  to  tide- water  by 
the  Port  Reading  Railroad,  it  had  been  found  more  convenient  to 
use  the  Central  of  New  Jersey  from  Bound  Brook  to  Jersey  City 
for  passenger  and  general  freight  traffic.  By  this  purchase  the 
Reading  secured  permanent  control  over  this  route.  The  Read- 
ing thus  had  a  direct  Hne  from  the  Schuylkill  field  to  tide-water, 
and  was  relieved  of  the  necessity  of  first  going  to  Philadelphia, 

*  Annual  Report  of  tJw  Reading  Company,  1901,  p.  13. 

'  See  p.  108. 

'  Annual  Report  oj  the  Reading  Company,  1901,  p.  13. 
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in  order  to  reach  New  York.  The  direct  line  to  New  York  could 
profitably  be  used  as  a  special  outlet  for  the  Reading's  anthracite 
traffic,  and  the  main  line  of  the  Reading  to  Philadelphia  could  be 
devoted  to  the  development  of  its  general  traffic,  which  was 
becoming  of  more  and  more  importance  in  the  business  of  the 
company.^  The  Central  of  New  Jersey  owned,  in  addition,  large 
areas  of  land  in  New  York  City  which  were  capable  of  providing 
terminal  facihties  for  the  company  for  many  years  to  come.^ 

The  president  of  the  Reading  Company,  in  his  testimony  before 
the  examiner  in  the  suit  to  dissolve  the  anthracite  coal  combina- 
tion, recently  decided  by  the  Supreme  Court  of  the  United 
States,^  gave  the  following  account  of  the  purchase  of  the  Central 
Railroad  of  New  Jersey  by  the  Reading  Company: 

The  Reading  must  get  to  New  York  over  the  Jersey  Central  system.  .  .  . 
In  December,  1900,  I  happened  to  be  in  New  York  and  I  was  told  that  the 
gentlemen  who  controlled  the  New  Jersey  Central  were  tired  of  it* and  that 
the  stock  was  for  sale.  I  was  also  told  that  the  Baltimore  and  Ohio  Railroad 
had  made  an  offer  for  this  stock,  which  the  parties  had  refused  because  they 
considered  it  too  small.  This  information  was  a  great  surprise  and  I  at  once 
went  to  Mr.  Morgan,  who  was  a  voting  trustee  of  the  Reading  Company  and 
told  him  that  the  situation  was  most  alarming;  that  it  would  be  the  ruin  of 
the  Reading  property  if  an  antagonistic  company  got  control  of  the  Jersey 
Central,  or  if  the  Baltimore  and  Ohio  got  us  by  the  throat  in  that  way  and 
could  control  our  terminals  in  New  York,  and  that  therefore  the  matter 
called  for  prompt  action.  I  told  him  then  that  I  always  thought  that 
the  Jersey  Central  could  be  legally  bought ;  that  the  hmitations  in  the  laws 
of  New  Jersey  apphed  only  to  leasing  and  that,  under  the  powers  of  the 
Reading  Company  and  under  the  statutes  of  New  Jersey,  we  could  undoubt- 
edly buy  a  majority  of  the  stock.  He  told  me  to  keep  my  own  counsel  and 
look  up  the  whole  subject  and  see  what  could  be  done.  I  came  home  and  I 
made  a  critical  and  careful  examination  of  the  reports  of  the  New  Jersey 
Central  Railroad  for  a  number  of  years,  to  see  what  in  my  judgment  its  stock 
would  be  worth)  taking  into  account  the  future  possibilities.  I  also  took  up 
the  question  of  how  we  could  buy  it  and  finance  it.  I  made  a  report  to  Mr. 
Morgan  in  about  a  week's  time.  It  took  me  a  good  while  to  get  all  the  in- 
formation I  got,  because  I  had  to  do  it  secretly,  you  know,  as  counsel.  I  sent 
it  to  Mr.  Morgan.  .  .  .  When  I  got  home,  one  night  in  Reading  there  was 
a  call  at  the  telephone  and  I  went  to  the  phone  and  Mr.  Morgan  was  there, 
telling  me  to  come  to  New  York  immediately,  that  I  must  come  on  at  once 
about  that  Jersey  Central  business.     I  went  to  New  York  the  next  morning. 

^  Industrial  Commission,  xix,  p.  46. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  1185. 

'  See  p.  215. 
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I  saw  Mr.  Morgan.  ...  He  said  to  me,  "  What  do  you  think  is  the  fair 
price  ?  "  I  said,  "  I  have  named  what  I  think  is  the  fair  price  in  there." 
He  called  for  ]Mr.  Baker,  who  was  the  chairman  of  their  committee,  or  a  lead- 
ing man  in  it.  ]Mr.  Baker  came  over  and  we  sat  down  and  dickered  for  about 
five  minutes,  until  Mr.  Baker  said  they  would  take  one  hundred  and  sixty 
and  I  said  I  thought  I  would  advise  that,  and  I  went  to  the  phone  and  called 
up  ]Mr,  Welsh  and  Mr.  Harris,  who  were,  with  myself,  a  majority  of  the 
executive  committee  and  they  said,  "  Yes,"  and  the  deal  was  closed.  That 
is  the  whole  story.  We  did  not  even  make  a  writing  about  it.  Mr.  Baker  said 
he  would  undertake  himself  and  with  ^Ir.  ^Maxwell  and  friends  to  deUver  us 
a  majority  of  the  stock. ^ 

President  Baer  justified  the  purchase  on  the  ground  that  it  was 
necessary  to  prevent  the  Central  of  New  Jersey  from  falling  into 
hostile  hands.  His  contention,  however,  seems  hardly  supported 
by  the  evidence.  There  was  no  testimony  by  any  officer  or  stock- 
holder of  the  Baltimore  and  Ohio  or  of  the  Central  of  New  Jersey 
to  the  effect  that  the  Baltimore  and  Ohio  was  a  prospective  pur- 
chaser. The  only  evidence  upon  this  point  was  Mr.  Baer's 
testimony,  and  he  merely  said  that  he  had  been  informed,  without 
naming  his  informant.  The  Reading,  also,  had  a  perpetual 
agreement  with  the  Jersey  Central  for  the  exchange  of  trafl&c 
facilities,  which  could  not  have  been  broken  by  the  Baltimore 
and  Ohio,  even  had  it  intended  to  purchase  the  Jersey  Central.^ 
Furthermore,  as  the  Baltimore  and  Ohio  went  only  to  Phila- 
delphia, and,  in  order  to  secure  a  connection  with  the  Central  of 
New  Jersey  at  Bound  Brook,  two-thirds  of  the  distance  from 
Philadelphia  to  New  York,  it  would  have  been  necessary  to  use 
the  tracks  of  the  Reading  Railroad,  the  Baltimore  and  Ohio  would 
hardly  have  desired  to  break  off  its  harmonious  relations  with  its 
connections. 

A  contributing  factor  in  the  movement  toward  •consolidation 
was  the  purchase  of  the  New  York,  Ontario  and  Western  by  the 
New  York,  New  Haven  and  Hartford.  The  Ontario  had  built 
an  extension  into  the  Northern  coal  field  in  1890,  and  by  its  com- 
petition for  tonnage  had  compelled  a  reduction  in  the  freight 
rates.^     On  November  i,  1904,  the  New  Haven  purchased  from 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  1185-1187. 

2  Ibid.,  iv,  pp.  528-530. 

3  See  p.  88. 
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Kuhn,  Loeb  and  Company,  291,600  shares  of  the  common  and  22 
shares  of  the  preferred  stock  of  the  Ontario,  constituting  a  bare 
majority  of  each  class  of  stock.  The  price  paid  was  $13,983,197, 
but  dividends  to  the  amount  of  $874,800  were  due  shortly,  thus 
making  the  net  cost  approximately  $45  a  share.  The  purchase 
was  financed  temporarily  by  the  New  Haven  through  the  issue  of 
promissory  notes  maturing  July  i,  1905,  which  were  to  be  paid 
out  of  the  proceeds  of  an  issue  of  $15,000,000  of  fifty-year  4 
per  cent  debentures  of  the  Company  dated  July  ist,  1905,  the 
balance  of  the  proceeds  of  the  issue  being  devoted  to  the  general 
purposes  of  the  company.^  The  New  Haven  not  being  an  anthra- 
cite coal  road,  the  controlling  motive  for  the  purchase  was  not  a 
desire  to  unify  the  management  of  the  coal  trade.  The  purchase 
was  inspired  by  a  desire  to  control,  as  far  as  possible,  the  coal 
supply  of  the  large  district  in  western  and  southern  New  England 
served  by  its  Hne,  and  also  to  place  the  New  Haven  in  a  stronger 
position  with  respect  to  the  apportionment  of  the  freight  rate  on 
through  business  to  and  from  the  West.^  But  though  the  New 
Haven  was  not  an  anthracite  coal  road, its  policy, nevertheless, was 
largely  influenced  by  financial  interests  represented  in  the  anthra- 
cite coal  roads,  prominent  representatives  of  these  interests  being 
Mr.  J.  P.  Morgan,  Mr.  William  Rockefeller,  Mr.  H.  McK. 
Twombly,  and  Mr.  A.  J.  Cassatt.^  Though  often  acting  in  har- 
mony with  the  other  railroads,  the  Ontario  had  been  considered  as 
something  of  a  free  lance. ^  Under  its  new  management  it  has 
exhibited  less  independence.  The  Vanderbilt  interests,  which 
are  very  influential  in  the  management  of  the  anthracite  coal 
trade,  recently  attempted  to  acquire  the  Ontario  from  the  New 
Haven,^  but  the  New  York  State  Public  Service  Commission 
refused  to  permit  the  transfer.^ 

In  the  same  year  (1904)  the  Lehigh  Coal  and  Navigation  Com- 
pany purchased  a  controlling  interest  in  the  Lehigh  and  New 

^  Annual  Report  of  New  York,  New  Haven  &"  Hartford  Railroad,  1905,  p.  10. 

2  Chron.,  79:   2086  (1904);  and  Mineral  Industry,  xiii,  p.  89. 

'  See  Poor's  Manual  of  Railroads,  1905. 

^  Mineral  Industry,  xiii,  p.  89. 

^  Chron.,  93:  1600  (191 1). 

®  Chron.,  94:  983  (191 2). 
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England  Railroad  Company,  which  extended  from  Slatington, 
Pennsylvania,  and  Bethlehem,  Pennsylvania,  two  points  on  the 
Lehigh  river,  to  Campbell  Hall,  New  York,  where  it  connected 
with  the  New  York  Central  Hnes,  and  with  the  Poughkeepsie 
Bridge  system  of  the  New  Haven. ^  Because  of  the  difficulty 
experienced  in  procuring  suitable  traffic  arrangements  wdth  its 
railroad  connections  on  the  Lehigh  river,  the  Lehigh  and  New 
England  Railroad  in  191 2  extended  its  line  32  miles  northwest- 
ward to  Tamaqua,  where  a  connection  was  effected  with  the 
Panther  Creek  Railroad,  a  gathering  Hne  ser\ing  the  various 
mines  belonging  to  the  Lehigh  Coal  and  Na\dgation  Company .^ 
The  Coal  and  Navigation  Company  thus  secured  for  the  coal 
from  its  mines  in  the  Lehigh  and  Schuylkill  regions  a  direct  all- 
rail  outlet  to  New  York  and  New  England  points.  Since  1904, 
also,  the  Lehigh  Coal  and  Navigation  Company  has  acquired  all 
of  the  stock  of  the  Lehigh  and  New  England  Railroad,^  and  the 
two  corporations  now  have  the  same  president,  \'ice-president, 
and  secretary,  and  a  majority  of  directors  in  common.^  In  fact, 
the  Lehigh  and  New  England  Railroad  is  operated  under  the 
direct  control  of  the  Lehigh  Coal  and  Na\igation  Company.^ 

In  the  year  1904,  also,  the  Lehigh  Coal  and  Navigation  Com- 
pany further  increased  its  stockholdings  in  the  Lehigh  and  Hud- 
son River  Railway  Company,  and  shortly  thereafter  the  president 
of  the  Lackawanna  Railroad,  of  the  Lehigh  Valley  Railroad,  and 
of  the  Erie  Railroad  entered  the  directorate  of  the  Lehigh  and 
Hudson  River  Railway  Company.^  This  company  had  been 
incorporated  in  1882.  In  1885  a  majority  of  its  stock  had  been 
jointly  purchased  by  the  Lehigh  Coal  and  Navigation  Company 
and  the  Central  Railroad  of  New  Jersey,  both  of  which  advanced 

^  Annual  Report  of  the  Lehigh  Coal  and  Navigation  Company,  1905,  pp.  11-12. 

2  Answer  of  the  Lehigh  Coal  and  Navigation  Company,  pp.  9-1 1.  See  Biblio.  no. 
174. 

3  Ibid. 

*  Poor's  Manual  of  Railroads,  and  Moody's  Manual  of  Corporation  Securities, 

1913- 

5  Original  Petition  in  U.  S.  v.  Reading  Company,  pp.  58-59.    See  Biblio.  no.  173. 

«  Annual  Report  of  the  Lehigh  Coal  and  Navigation  Company,  1905,  p.  11;   also 

Poor's  Manual  of  Railroads. 
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it  large  sums  of  money  for  its  extension  and  improvement.^  The 
Lehigh  and  Hudson  River  Railway  Company,  when  completed, 
extended  from  PhilHpsburg,  New  Jersey  (where  it  connected 
with  the  Central  Railroad  of  New  Jersey)  to  Maybrook,  New 
York,  where  a  connection  was  secured  with  the  Central  New 
England  Railroad  (the  Poughkeepsie  Bridge  system).  It  thus 
constituted  another  outlet  for  anthracite  coal  to  New  York  and 
New  England  points.^  At  the  present  time  the  Lehigh  Coal  and 
Navigation  Company  and  the  Central  Railroad  of  New  Jersey 
not  only  own  a  majority  of  the  stock  of  the  Lehigh  and  Hudson 
River  Railway  Company,  but  they  jointly  guarantee  $1,062,000 
of  its  $3,229,000  funded  debt.^  The  president,  vice-president, 
and  two  directors  of  the  Central  of  New  Jersey,  and  the  vice- 
president  of  the  Lehigh  Coal  and  Navigation  Company  are 
directors  of  the  Lehigh  and  Hudson  River  Railway  Company, 
and  a  director  of  the  Lehigh  Coal  and  Navigation  is  the  president 
of  the  Lehigh  and  Hudson  River  Railway  Company,  as  well  as 
one  of  its  directors.'* 

II.    The  Development  of  a  Community  of  Interest  among  the 

Railroads 

The  movement  toward  consolidation  in  the  anthracite  coal 
industry  through  the  purchase  of  competing  or  independent 
railroads  has  been  strengthened  by  means  of  the  estabhshment 
of  a  greater  degree  of  common  interest  among  the  railroads. 
This  has  been  brought  about  (i)  by  the  inter-ownership  of  stock, 
(2)  by  interlocking  directorates.  The  early  attempts  to  agree 
upon  a  division  of  the  tonnage  had  failed,  it  will  be  recalled, 
because  some  railroads  continually  exceeded  the  percentages 
allotted  to  them.     A  community  of  interest  was  now  developed, 

^  Answer  of  the  Lehigh  and  Hudson  River  Railway  Company,  p.  3.  See  Biblio. 
no.  174. 

2  Original  Petition  in  U.  S.  v.  Reading  Company,  p.  16.  See  Biblio.  no.  173.  The 
Lehigh  and  Hudson  River  Railway  Company  for  a  part  of  its  route  has  trackage 
rights  over  the  Pennsylvania  Railroad. 

'  Answer  of  the  Lehigh  and  Hudson  River  Railway  Company,  p.  3.  See  Biblio. 
no.  174. 

*  Poor's  Manual  of  Railroads,  and  Moody's  Manual  of  Corporation  Securities, 
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which  led  each  railroad  to  adhere  more  closely  to  its  "  proper  " 
proportion  of  the  tonnage.  In  the  new  movement  the  Pennsyl- 
vania Railroad,  which  had  steadfastly  refused  to  enter  the  earher 
combinations,  took  a  prominent  part,  even  going  so  far  as  to 
secure  indirectly  a  large  interest  in  the  main  coal-carrying  roads. 
(i)  An  important  step  in  bringing  about  greater  unity  of  action 
in  the  management  of  the  coal  trade  through  the  interchange  of 
stock  ownership  was  the  joint  purchase  by  several  of  the  coal 
roads  of  a  large  block  of  the  stock  of  the  Lehigh  Valley  Railroad. 
Early  in  1901  the  Lake  Shore  and  Michigan  Southern,  owning 
over  21.6  per  cent  of  the  stock  of  the  Reading  Company  and  in 
turn  controlled  by  the  New  York  Central,  agreed  with  the  Read- 
ing Company,  the  Central  of  New  Jersey,  the  Lackawanna,  and 
the  Erie  to  purchase  $5,700,000,  $1,000,000,  $1,600,000,  $1,850,- 
000,  and  $1,850,000  respectively  —  in  all  $12,000,000  —  of  the 
stock  of  the  Lehigh  Valley,^  or  nearly  30  per  cent  of  the  total 
stock.  The  stock  was  not  all  purchased  at  the  same  time,  but  it 
is  clear  from  President  Baer's  testimony  that  the  railroads 
jointly  agreed  to  purchase  the  stock,  for  in  his  testimony  he  said 
that  the  Lehigh  Valley  was  in  bad  shape,  and  it  was  thought  very 
dangerous  to  let  it  go  into  a  receiver's  hands,  because  of  the  effect 
it  would  have  on  the  other  railroads  and  on  general  business. 

After  talking  that  over  with  a  number  of  gentlemen,  Mr.  Morgan  being 
anxious  that  it  should  be  done,  I  came  over  to  Philadelphia,  and  saw  Mr. 
Stotesbury,  and  suggested  that  he  see  the  trustees  of  the  Packer  estate  and 
of  the  college  —  the  Lehigh  University  had  an  interest  in  it.  We  agreed  to 
buy  the  stock.  Then  we  divided  it  up  between  the  four  systems.  I  insisted 
that  the  Lake  Shore  and  the  VanderbUt  System,  which  was  the  strong  system, 
should  take  a  big  block  of  the  stock,  and  the  rest  of  us  should  not  be  loaded 
down,  because  I  did  not  know  whether  we  could  save  the  Lehigh  Valley. ^ 

After  the  purchases  had  been  consummated  Mr.  Thomas,  who 
had  been  president  of  the  Erie  Railroad,  was  elected  president 
and  a  director  of  the  Lehigh  Valley;  Mr.  Baer,  president  of  the 
Reading  System  and  of  the  Central  of  New  Jersey,  became  a 
member  of  the  Executive  Committee  and  of  the  Board  of  Direc- 

^  Brief  for  the  United  States  in  Sherman  Anti-Trust  Case,  p.  117.      See  Biblio.  no. 

156. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  121 7. 
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tors,  and  Mr.  J.  R.  Maxwell,  Mr.  G.  F.  Baker  and  Mr.  H.  McK. 

Twombly,  all  officers  or  directors  of  some  of  the  other  companies, 
became  directors  of  the  Lehigh  Valley.^  The  anthracite  coal 
railroads  thus  virtually  secured  control  of  the  Lehigh  Valley,  and 
brought  it  into  assured  harmony  with  the  controlling  interests 
in  the  anthracite  coal  trade.  The  stock  of  the  Lehigh  Valley 
continued  to  be  held  by  these  railroads  until  the  middle  of  June, 
1907.  Since  that  date  the  Erie  Railroad  has  disposed  of  its 
holdings,  and  the  Lake  Shore  has  sold  a  large  block  of  its  shares. 
As  late  as  the  ist  of  October,  1908,  however,  $7,650,000,  or  nearly 
20  per  cent  of  the  capital  stock  of  the  Lehigh  Valley,  was  owned 
by  the  Reading  Company,  the  Central  of  New  Jersey,  the  Lacka- 
wanna, and  the  Lake  Shore,  all  but  the  latter  and  the  Erie  having 
retained  their  original  holdings. ^  Although  these  roads  may  have 
recently  disposed  of  their  holdings,  the  Lehigh  Valley  is  still 
operated  in  harmony  with  the  other  railroads. 

By  1 90 1  a  degree  of  common  interest  sufficient  to  assure  an 
effective  control  of  the  anthracite  coal  situation  seems  to  have 
been  estabHshed.  Mr.  Harris,  formerly  president  of  the  Reading, 
testified  in  1901  that  the  anthracite  coal-carrying  railroads  were 
working  in  substantial  though  not  in  exact  harmony.^  Mr.  Wood- 
lock,  railroad  editor  of  the  Wall  Street  Journal,  testified  that  the 
existence  of  the  community  of  interest  was  thoroughly  well  under- 
stood. He  said,  ''  Mr.  Morgan  represents  a  group  of  interests 
that  are  undoubtedly  dominant  in  the  Reading,  Lehigh  Valley,  (\j 
Jersey  Central,  Lackawanna,  Erie  with  all  its  appendages,  and  ^'^ 

it  is  beheved  that  they  are  taking  steps  more  or  less  to  control 
the  Delaware  and  Hudson."  ^  The  railroads  that  were  reckoned 
the  most  independent  at  this  time  were  the  New  York,  Ontario 
and  Western,  the  Delaware,  Susquehanna  and  Schuylkill,  and  the 
Pennsylvania.  The  Ontario  was  purchased  by  the  New  York, 
New  Haven  and  Hartford  Railroad,  and  the  Delaware,  Susque- 
hanna and  Schuylkill  by  the  Lehigh  Valley,  in  1904  and  1905, 
respectively.      The  Pennsylvania  Railroad,  which  had  so  long 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  184. 
■    ,2  Ihid.,  iii,  Exh.  52. 
'  Industrial  Commission,  ix,  p.  598.  *  Ibid.,  ix,  p.  455. 
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held  aloof  from  the  anthracite  combinations,  has,  since  1901, 
taken  an  important  part  in  the  control  of  the  anthracite  coal 
trade.  The  New  York  Central  and  the  Pennsylvania  presum- 
ably entered  into  an  agreement  whereby  the  former  was  to 
increase  its  interest  in  the  anthracite  traffic  and  the  latter  in  the 
bituminous  traffic.  Certain  it  is  that  during  the  years  1900  to 
1902  the  Pennsylvania  secured  large  blocks  of  stock  in  the  Balti- 
more and  Ohio,  in  the  Chesapeake  and  Ohio,  and  in  the  Norfolk 
and  Western,  all  important  bituminous  coal-carr^ang  roads. ^ 
Through  the  Baltimore  and  Ohio,  approximately  40  per  cent  of 
whose  stock  was  owned  by  it,  the  Pennsylvania  bought  in  the 
summer  of  1902  over  43  per  cent  of  the  stock  of  the  Reading 
Company.  Half  of  the  stock  so  acquired  was  sold  to  the  Vander- 
bilt  interests,  which  turned  it  over  to  the  Lake  Shore  and  Michi- 
gan Southern  Railway,  which  was  practically  owned  by  the  New 
York  Central  Railroad.^ 

The  situation  about  1902  may  be  briefly  indicated:  The  New 
York  Central  (controlled  by  the  Vanderbilt  interests,  which  had 
large  holdings  in  the  Lackawanna),  and  the  Pennsylvania, 
jointly  controlled  the  Reading  Company,  w^hich  owned  the  Read- 
ing Railway  and  the  Central  Railroad  of  New  Jersey.  The 
output  of  the  Delaware  and  Hudson,  a  road  usually  credited  with 
Vanderbilt  affihation,  was  largely  handled  by  the  Erie  Railroad, 
controlled  by  Mr.  Morgan,  who  was  working  in  harmony  with 
the  other  interests  to  make  the  anthracite  coal  trade  profitable. 
The  Reading,  the  Central  of  New  Jersey,  the  Lackawanna,  the 
Erie,  and  the  New  York  Central  (through  the  Lake  Shore) 
exercised  a  considerable  influence  on  the  policies  of  the  Lehigh 
Valley.  The  result  of  this  close  inter-relationship  of  interests 
was  to  secure  an  unusual  degree  of  harmony  in  the  anthracite  coal 
trade.  Since  1902  the  inter-ownership  of  stock  has  become  some- 
what less.  The  Pennsylvania  in  the  latter  part  of  1906  disposed 
of  a  large  amount  of  its  holdings  in  the  soft  coal  roads,  including 
about  half  of  its  stock  in  the  Baltimore  and  Ohio.^  It  thereby 
diminished  its  influence  over  the  policies  of  the  Reading  Com- 

^  See  Annual  Reports  of  the  Pennsylvania  Railroad,  1900-1902. 
*  Chron.,  76:  102-103  (1903).  '  Ibid.,  83:  562  (1906I. 
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pany.  The  Lake  Shore  also  sold  a  part  of  its  Reading  stock. 
Mention  has  been  made  of  the  sale  of  Lehigh  Valley  stock  by  the 
Erie  and  the  Lake  Shore.  In  spite  of  these  sales  the  inter- 
relation of  stock  ownership  seems  still  sufficient  to  make  for 
harmonious  action  in  the  management  of  the  trade. 

(2)  Closely  connected  with  the  community  of  interest  among 
the  railroads  through  the  interweaving  of  stock  ownership  was  an 
increasing  representation  of  the  railroads  upon  the  directorates  of 
other  systems.  Some  examples  ^  of  changes  in  this  respect  may 
be  noted.  During  the  years  1898  to  1900  none  of  the  directors 
of  the  Reading  Company  were  on  the  board  of  the  Central  of 
New  Jersey,  but  from  1901  to  1903  four  of  the  Reading  Company 
directors  were  so  represented.  Two  of  the  directors  of  the  Read- 
ing Company  in  1898  and  one  from  1899  to  1900  were  directors 
of  the  Lehigh  Valley,  but  in  1903  there  were  three  of  the  directors 
of  the  Reading  Company  on  the  directorate  of  the  Lehigh  Valley. 
From  1898  to  1900  none  of  the  directors  of  the  Central  of  New 
Jersey  were  on  the  Lehigh  Valley  board,  but  from  1901  to  1902 
two  directors  and  in  1903  three  directors  were  represented  in 
the  councils  of  the  Lehigh  Valley  Railroad.  The  changes  during 
these  years  naturally  brought  about  a  greater  unity  of  action 
in  the  policies  of  these  railroads. 

The  other  anthracite  coal  roads  have  shown  the  same  tendency, 
but  to  a  lesser  extent.  In  1903,  three  of  the  directors  of  the 
Central  of  New  Jersey  were  directors  of  the  Lackawanna,  but 
they  had  been  on  the  board  of  the  Lackawanna  since  1898. 
Three  of  the  directors  of  the  Reading  Company  were  on  the  Erie 
board  in  1898,  and  though  there  were  only  two  from  1899  to  1902, 
in  1903  there  were  again  three  Reading  Company  directors  on  the 
board  of  the  Erie.  The  only  common  representation  on  the 
various  directorates  from  1898  to  1900  in  addition  to  those 
already  mentioned  was  a  common  director  for  the  Lehigh  Valley 
and  the  Erie  and  one  for  the  Delaware  and  Hudson  and  the  Onta- 
rio, the  latter  being,  also,  a  director  of  the  New  York  Central, 
representing  the  so-called  Vanderbilt  financial  interests.  By 
1903  the  common  representation  had  increased  somewhat.     In 

^  See  Poor's  Manual  of  Railroads. 
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that  year  three  of  the  Lehigh  Valley  directors  were  also  directors 
on  the  Lackawanna  board,  three  of  the  Central  of  New  Jersey 
directors  were  directors  of  the  Erie,  four  of  the  directors  of  the 
Lehigh  Valley  were  directors  of  the  Erie,  one  of  the  directors  of 
the  Delaware  and  Hudson  was  a  director  of  the  Erie,  and  another 
was  a  director  of  the  Ontario,  and  there  was,  in  addition,  a  much 
greater  degree  of  interlocking  directorates  with  other  railroads, 
involving  especially  an  interchanging  of  directors  with  the  New 
York  Central,  the  Lake  Shore,  and  the  Baltimore  and  Ohio,  all 
of  which  had  taken  such  an  important  part  in  the  management  of 
the  coal  business. 

The  situation  in  1898,  a  competitive  year,  may  be  well  com- 
pared with  the  situation  in  1903,  when  the  combination  was 
well  under  way,  by  an  examination  of  the  following  table  show- 
ing the  directors  common  in  these  years  to  two  or  more  roads :  — 
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Lacka. 
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D.  &H. 


+ 
+ 
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+ 
+ 


Erie 

+ 

+ 
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+ 

+ 


Penn. 


Ont. 


The  situation  in  1903  may  be  summarized  as  follows:  ^     Four 
out  of  the  nine  directors  of  the  Reading  Company  constituted 


*  For  the  interlocking  directorates  in  1913,  see  p.  154. 
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four  of  the  nine  directors  of  the  Central  of  New  Jersey.  Six  out 
of  the  thirteen  directors  of  the  Lehigh  Valley  were  directors  either 
of  the  Reading  Company  or  of  the  Central  of  New  Jersey.  Four 
out  of  the  fourteen  directors  of  the  Lackawanna  were  directors 
of  the  Reading  Company  or  of  the  Central  of  New  Jersey,  three 
of  whom  were  directors  of  the  Lehigh  Valley  also.  Three  of  the 
directors  of  the  Erie  were  directors  of  the  Reading  Company, 
three  were  directors  of  the  Central  of  New  Jersey,  three  of  the 
Lehigh  Valley,  and  one  was  a  director  of  the  Delaware  and 
Hudson.  One  of  the  directors  of  the  Delaware  and  Hudson  was, 
therefore,  a  director  of  the  Erie,  and  another  was  a  director  of  the 
Ontario,  and  also  of  the  New  York  Central,  and  of  the  Lake 
Shore.  After  the  New  York  Central  and  the  Pennsylvania 
obtained  practical  control  of  the  Reading,  and  large  interests  in 
other  roads,  the  ramifications  became  still  greater.  Three  of  the 
New  York  Central  directors,  and  three  of  the  Lake  Shore  direc- 
tors were  then  directors  of  the  Lackawanna,  one  of  the  directors 
of  the  New  York  Central  was  a  director  of  the  Reading  Company 
and  of  the  Lehigh  Valley,  and  another  was  a  director  of  the  Dela- 
ware and  Hudson  and  of  the  Ontario.  The  Pennsylvania, 
through  the  Baltimore  and  Ohio,  was  represented  by  one  director 
in  the  Reading  Company  and  in  the  Central  of  New  Jersey,  and 
by  two  in  the  Lehigh  Valley  and  two  in  the  Erie.  In  addition, 
Mr.  Morgan,  a  director  of  the  New  York  Central  and  of  the  Lake 
Shore,  had  very  large  holdings  in  the  anthracite  coal  roads.  The 
development  of  a  community  of  interest  can  hardly  be  ques- 
tioned. Its  influence  upon  the  concentration  of  the  control  of  the 
trade  and  the  consequent  restraint  of  the  factors  that  tended 
toward  competition  is  too  obvious  to  require  comment. 

III.    The  Practical  Elimination  of  the  Independent  Operators 

The  final  phase  of  the  recent  consoKdation  poKcy  has  been  the 
practical  ehmination  of  the  independent  operators  as  factors  of 
any  importance  in  the  control  of  the  anthracite  coal  trade.  This 
elimination  has  been  effected  in  two  ways:  first,  by  purchase; 
second,  by  means  of  the  percentage  contracts. 
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(i)  Purchase.  In  connection  with  the  Reading  combination 
of  1892  mention  was  made  of  certain  contracts  between  the 
individual  operators  ^  and  the  coal  companies  of  the  railroads, 
which  gave  to  the  coal  companies  control  of  the  output  of  the 
individual  operators  during  the  life  of  the  contracts.  These 
contracts,  adopted  in  1892,  though  varying  somewhat  in  their 
terms,  pro\ided  in  the  main  that  during  the  life  of  the  contract  the 
individual  operator  was  to  deHver  his  entire  output  to  the  coal 
company,  and  in  return  was  to  receive  for  the  prepared  or  domes- 
tic sizes  60  per  cent  of  the  average  price  at  tide-water.  This  was 
equivalent  to  charging  the  indi\ddual  operator  a  freight  rate  of 
40  per  cent,  the  railroad  coal  company,  however,  bearing  the 
selhng  costs.  Most  of  these  contracts  ran  for  seven  years,  and 
therefore  expired  in  1899.^ 

For  some  years  prior  to  the  expiration  of  these  contracts,  the 
operators  had  contended  that  they  were  entitled  to  a  higher 
percentage  of  the  tide- water  price,  or  what  amounted  to  the  same 
thing,  that  they  were  paying  too  high  a  freight  rate.^  For  the 
purpose  of  securing  better  rates  from  the  railroads,  they  kept  up 
an  organization  called  the  Anthracite  Coal  Operators  Associa- 
tion, with  about  60  members.'*  In  1898  there  was  general  dissatis- 
faction w^th  the  amount  received  under  the  contracts.  The 
operators  attempted  to  effect  a  renewal  of  the  contracts  on  more 
favorable  terms,  but  the  coal  companies  refused  to  make  any 
concessions.  The  individual  operators  of  the  Wyoming  region 
determined,  then,  to  build  an  independent  road  to  tide-water. 
Accordingly  they  organized  in  Pennsylvania  in  May,  1898,  *'  The 
New  York,  Wyoming  and  Western  Railroad  Company,"  with  a 
capital  stock  of  $1,000,000.^  This  new  line  was  to  extend  from 
Pitts  ton  in  Luzerne  County  in  the  Northern  field  to  Belvidere  on 

^  The  term  individual  operator  has  frequently  been  used  to  designate  the  opera- 
tor selling  his  coal  to  a  railroad  or  a  railroad  coal  company  under  contract,  as  dis- 
tinguished from  the  independent  operator  who  has  no  such  contract,  but  sells  his 
coal  independently. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  413. 

3  Ibid.,  ii,  p.  358. 
*  Ibid.,  ii,  p.  212. 

^  Ibid.y  vi,  Temple  Iron  Company  Exhs.,  no.  10,  p.  46. 
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the  Delaware  river. ^  At  this  point  the  road  was  to  connect  with 
a  number  of  Hnes  extending  across  the  State  of  New  Jersey  to 
tide-water.  Through  the  Wyoming  Sales  Company,  the  New 
York,  Wyoming  and  Western  was  to  pay  the  operators  65  per 
cent  of  the  tide- water  price  for  the  prepared  sizes,  the  contracts  to 
extend  for  the  most  part  throughout  the  Hfe  of  the  colUery.^  Mr. 
E.  B.  Sturges,  a  large  coal  operator,  who  had  previously  success- 
fully promoted  the  entrance  of  the  New  York,  Ontario  and 
Western,  and  the  New  York,  Susquehanna  and  Western  into  the 
coal  fields,  was  elected  president  of  the  new  railroad.^  A  large 
majority  of  the  individual  operators  of  the  Lackawanna  region 
supported  the  proposed  new  Une  through  pledges  of  tonnage,  or 
through  subscription  to  its  stock.^  Mr.  Sturges  testified  before 
the  Interstate  Commerce  Commission  that  most  of  the  tonnage 
not  then  under  contract  was  pledged  to  the  proposed  new  rail- 
road. Its  tonnage  could  not  be  estimated  exactly,  but  it  was 
calculated  that  it  would  be  from  two  to  five  million  tons.^ 
Among  the  most  influential  supporters  of  the  road  was  the  firm  of 
Simpson  and  Watkins,  mining  in  1898  over  1,300,000  tons.^ 
This  firm,  both  of  whose  members  were  directors  and  large  share- 
holders of  the  proposed  railroad,^  pledged  to  the  Wyoming  and 
Western  about  half  a  milHon  tons,  the  bulk  of  their  output  not  at 
that  time  under  contract.^ 

The  new  fine  was  unquestionably  started  in  good  faith,  in  the 
hope  of  enabHng  the  individual  operators  to  secure  a  better  price 
and  a  better  market  for  their  coal.  Surveys  of  the  route  were 
made,  the  right  of  way  secured,  and  7000  tons  of  steel  rails  pur- 
chased.^    The  construction  of  this  road,  however,  would  have 

Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  285. 

2  Ibid.,  ii,  pp.  477,  480. 

'  Ihid.,  vi,  Temple  Iron  Company  Exhs.,  no.  10,  p.  46. 

^  Files  of  Interstate  Commerce  Commission  in  case  of  W.  R.  Hearst  v.  Philadel- 
phia and  Reading  Railway  Company,  p.  394.  Referred  to  hereafter  as  Files  of 
Interstate  Commerce  Commission  in  Hearst  Case. 

^  Ihid.,  p.  645. 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  326. 

^  Ihid.,  vi,  Temple  Iron  Company  Exhs.,  no.  10,  p.  46. 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  645. 

^  Ihid.,  pp.  647-648. 
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resulted  in  a  considerable  loss  of  tonnage  to  a  number  of  the 
railroads  then  serving  the  Northern  field,  and  the  proposed 
increase  in  the  percentage,  which  involved  a  lower  freight  rate, 
would  have  had  an  unsetthng  effect  upon  railway  tariffs.  Several 
of  the  railroads,  representing  over  two-thirds  of  the  total  ship- 
ments, determined  to  defeat  this  project  for  an  independent 
railroad.  In  carrying  out  their  purpose  use  was  made  of  the 
Temple  Iron  Company.  As  this  company  has  had  much  to  do 
with  the  later  regulation  of  the  trade,  some  account  of  its  organ- 
ization is  here  given. 

The  Temple  Iron  Company  was  organized  on  March  22,  1873,^ 
under  the  provisions  of  an  act  of  the  Assembly  of  the  State  of 
Pennsylvania,  entitled,  ''  An  Act  to  pro\dde  for  the  incorporation 
of  iron  and  steel  manufacturing  companies,"  approved  March 
21,  1873.2  This  act,  as  amended  by  the  act  of  April  29  of  the 
follo\^ing  year,  authorized  all  companies  organized  under  its 
provisions  ''  to  purchase,  lease,  hold,  mortgage  and  sell  real 
estate  and  mineral  rights,  to  prove  and  open  mines,  to  mine  and 
prepare  .  .  .  coal,  iron  ore  and  other  minerals  .  .  .  and  to  manu- 
facture iron  and  steel,  or  any  other  metal  .  .  .  and  to  transport 
all  of  said  articles  or  any  of  them  to  market,  and  to  dispose  of  the 
same,  and  do  all  such  other  acts  and  things  as  a  successful  and 
convenient  prosecution  of  said  business  may  require."  ^  Clause 
six  of  Section  38  made  it  lawful  for  any  incorporated  company  of 
Pennsylvania  or  elsewhere  to  purchase  the  bonds  and  stocks  of 
any  companies  incorporated  under  the  above  laws,  and  also  to 
guarantee  the  payment  of  their  bonds  and  interest  thereon. 

The  benefits  of  the  very  broad  powers  granted  by  the  amended 
act  of  1874,  and  subsequent  legislation,  could  be  obtained,  how- 
ever, only  by  the  acceptance  of  the  Constitution  of  1874.'*  The 
privilege  of  mining,  transporting  and  selling  coal  had  not  been 
conferred  upon  the  Temple  Iron  Company  by  the  original  act  of 
March  21,  1873,^  but  inasmuch  as  it  was  engaged  merely  in  the 
iron  business,  it  did  not  consider  the  privileges  of  the  later  act 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,   p.  811. 

2  Laws  of  Penn.,  1873,  ^^-  4-  ■*  ^^^^^ 

3  Ibid.,  1874,  no.  32,  §38.  ^  Ibid.,  1873,  no.  4. 
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sufficient  to  induce  it  to  subject  itself  to  the  Constitution  of  1874. 
As  late  as  1899,  the  Temple  Iron  Company,  capitalized  at  $240,- 
000,  was  engaged  on  a  small  scale  in  the  manufacture  of  pig  iron, 
with  only  a  single-stack  anthracite  furnace,  and  with  a  labor  force 
of  from  100  to  200  men.^ 

It  occurred  to  President  Baer  that  this  small  company,  with 
its  broad  charter,  was  an  excellent  instrument  with  which  to  pre- 
vent the  construction  of  the  proposed  independent  railroad.  He 
was  anxious,  he  said,  "  to  get  Simpson  and  Watkins  tied  up  with 
us  with  their  coal  interests  and  not  be  Ishmaehtes  in  the  field."  ^ 
It  was  when  he  had  under  consideration  the  best  way  of  holding 
the  collieries,  providing  the  railroads  should  purchase  them,  that 
it  first  occurred  to  him  to  use  the  Temple  Iron  Company.^  Mr. 
Baer  was  quite  famihar  with  the  affairs  of  the  Temple  Iron  Com- 
pany, as  he  had  aided  in  drawing  up  the  act  for  its  incorporation. 
He  had  also  been  its  president  for  some  ten  years  prior  to  1899, 
and  in  that  year  was  one  of  its  largest  stockholders.^  The  balance 
of  the  stock,  as  it  happened,  was  held  by  personal  friends  of  Mr. 
Baer,  and  they  proved  wilHng  to  sell  their  shares  to  him.^  The 
valuable  charter  of  the  Temple  Iron  Company  was  thus  secured 
for  the  combination.  On  January  26,  1899,  the  capital  stock  of 
the  Temple  Iron  Company  was  increased  to  $2,500,000,^  and 
about  the  same  time  $3,500,000  of  bonds  were  issued.  The 
Company  accepted  the  provisions  of  the  Constitution  of  1874,^ 
and  received  new  letters  patent  entithng  it  to  the  privileges  con- 
ferred by  the  act  of  April  29,  1874,  and  its  supplements,  and  thus 
secured  the  same  broad  privileges  with  respect  to  coal  which  it 
already  possessed  with  respect  to  iron.^ 

1  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  574-575. 

2  Ibid.,  p.  581. 

3  Ibid.,  p.  577. 

4  Ibid.,  pp.  574,  576,  811. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  1191. 

®  Ibid.,  ii,  p.  327. 

^  Ibid.,  i,  p.  125. 

^  The  charter  of  the  Temple  Iron  Company  "  gave  it  power  to  engage  in  ahnost 
any  sort  of  business,  and  to  increase  its  capital  substantially  at  will."  226  U.  S. 
349- 
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Negotiations  were  now  opened,  through  the  firm  of  J.  P.  Mor- 
gan and  Company,  for  the  purchase  of  the  collieries  of  Simpson 
and  Watkins.  Mr.  Simpson  offered  to  sell  for  $5,000,000,  and 
although  he  refused  to  allow  a  technical  examination  of  the  proper- 
ties, his  terms  were  accepted.^  The  provisions  of  the  sale  were 
compHcated,  and  involved  a  number  of  transactions.  On  Febru- 
ary 27,  1899,  Simpson  and  Watkins  and  the  Temple  Iron  Com- 
pany entered  into  an  agreement  whereby  Simpson  and  Watkins 
agreed  to  sell  their  seven  coal  companies  and  three  miscellaneous 
companies  to  the  Temple  Iron  Company,  and,  in  addition,  to 
pro\dde  a  working  capital  of  $498,396.66.  In  return  they  were 
to  receive  $2,260,000  of  the  stock  and  $3,500,000  of  the  bonds  of 
the  Temple  Iron  Company.^  On  the  same  date  Simpson  and 
Watkins  agreed  with  the  Guaranty  Trust  Company  of  New  York 
that  simultaneously  with  the  receipt  from  the  Temple  Iron  Com- 
pany of  its  capital  stock  and  bonds  they  would  transfer  to  the 
Guaranty  Trust  Company  the  $2,260,000  stock  so  assigned  and 
$2,100,000  of  the  bonds.  In  consideration  of  this  transfer  the 
Trust  Company  agreed  to  pay  Simpson  and  Watkins  $3,238,- 
396.66  in  cash  and  $1 ,000,000  in  certificates  of  beneficial  interest  in 
the  stock  of  the  Temple  Iron  Company.  At  the  same  time  the 
Trust  Company  agreed  to  purchase  from  Mr.  G.  F.  Baer  all  of  the 
other  outstanding  stock  of  the  Temple  Iron  Company  ($240,000), 
and  in  accordance  \dth.  a  pre\dous  agreement  w^th  Mr.  Baer  to 
pay  therefor  $151,603.34,  representing  60  cents  on  the  dollar.^ 
Simpson  and  Watkins  were  thus  to  receive  from  the  Trust  Com- 
pany $4,238,396.66  in  cash  and  certificates.  In  addition,  the 
$1,400,000  of  bonds  of  the  Temple  Iron  Company  retained  by 
Simpson  and  Watkins  were  worth  $1,260,000  judging  by  the 
discount  at  which  the  other  bonds  were  later  sold  to  a  syndicate, 
making  a  total  of  $5,498,396.66.  As  it  was  part  of  the  agreement 
that  Simpson  and  Watkins  were  to  supply  the  Temple  Iron  Com- 
pany with  $498,396.66  working  capital,  the  net  price  received  was 
$5,000,000,  which  w^as  the  price  agreed  upon. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  442. 
2  Ibid.,  \,  pp.  134-136.     Simpson  and  Watkins  Agreement. 
2  Ibid.,  iii,  Exh.  165. 
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The  Temple  Iron  Company  was  thus  in  possession  of  the  col- 
lieries of  Simpson  and  Watkins.     All  of  its  stock,  however,  was 
held  by  the  Guaranty  Trust  Company.     To  protect  the  Trust 
Company,  the  credit  of  the  Temple  Iron  Company  was  taken 
care  of  by  those  railroads  which  were  to  secure  control  of  the  Iron 
Company.     On  the  same  day  and  as  part  of  the  same  transaction, 
the  Reading  Company  entered  into  a  tripartite  agreement  with 
the  Guaranty  Trust  Company  and  the  Temple  Iron  Company, 
whereby  it  agreed  to  purchase  from  the  Trust  Company  at  par 
29.96  per  cent  of  the  capital  stock  of  the  Temple  Iron  Company, 
and  to  guarantee  the  same  percentage  of  its  funded  debt,  princi- 
pal and  interest.^     At  the  same  time  the  Central  of  New  Jersey, 
the  Lehigh  Valley,  the  Lackawanna,  the  Erie,  and  the  New  York, 
Susquehanna  and  Western  contracted,  in  identically  the  same 
terms  except  as  to  the  percentages,  to  purchase  17.12  per  cent, 
22.88  per  cent,  19.52  per  cent,  5.84  per  cent,  and  4.68  per  cent, 
respectively,  making  100  per  cent  in  all,  of  the  capital  stock  of  the 
Temple  Iron  Company,  and  to  guarantee  the  same  percentages 
of  its  funded  debt.     These  percentages  were  determined  by  the 
proportion  of  the  anthracite  tonnage  handled  by  each  railroad, 
Mr.  Baer,  who  suggested  the  plan  of  guarantee,  testifying  that  it 
was  his  recollection  that  they  were  based  on  the  figures  of  the 
preceding  year.^     This  agreement  to  purchase  became  effective 
on  January  i,  1904,  and  then  only  upon  the  written  request  of  the 
Trustee,  but  it  became  compulsory  on  the  31st  of  December, 
1906.^    The  Guaranty  Trust  Company  was  still  further  protected 
by  an  agreement  between  the  Company  and  a  Syndicate  com- 
posed of  J.  P.  Morgan  and  Company,  Drexel  and  Company, 
Mr.  H.  McK.  Twombly,  Mr.  W.  Rockefeller,  Mr.  G.  F.  Baker,  and 
Mr.  James  Stillman,  whereby  the  Syndicate  agreed  to  purchase 
from  the  Trust  Company  $2,100,000  of  the  bonds  at  90  cents  on 
the  dollar,   and  $1,500,000  in  certificates  of  the  capital  stock 
of  the  Temple  Iron  Company,  which  the  Guaranty  Trust  Com- 
pany had  been  authorized  to  issue.'* 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  i,  p.  143. 

2  Ibid.,  V,  p.  1 193. 

'  Ibid.,  i,  p.  137.     Railway  Agreement. 

*  Ibid.,  iii,  Exh.  166.     Syndicate  Agreement. 
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It  was  a  part  of  the  agreement  that  the  stock  of  the  Temple 
Iron  Company  was  to  be  held  by  the  Guaranty  Trust  Company 
under  a  voting  trust.  Voting  trust  certificates  in  the  stock  wxre 
issued  by  it  and  these  were  widely  distributed,  but  the  Trust 
Company  retained  the  stock  and  the  right  to  vote  it.  Though  ]Mr. 
Watkins  was  for  a  year  or  two  president  of  the  Temple  Iron  Com- 
pany, the  Trust  Company  gave  a  proxy  to  Mr.  Baer  to  vote  the 
stock.  1  The  practical  control  of  the  Iron  Company  thus  rested 
with  Mr.  Baer.  He  and  the  presidents  of  the  roads  entering 
into  the  guarantee  were  elected  directors  of  the  Temple  Iron 
Company,  as  were  also  a  few  personal  friends  of  ]Mr.  Baer.^  On 
December  31,  1906,  the  certificates  were  called  in  by  the  Trust 
Company,  and,  in  accordance  \\ith  the  pro\dsions  of  the  tripartite 
agreement,  practically  the  entire  capital  stock  of  the  Temple  Iron 
Company  was  purchased  by  the  railroads,^  and  they  have  con- 
tinued to  hold  it  to  the  present  time  ^  —  though  the  Reading 
Company  transferred  a  part  of  its  shares  to  its  subsidiary  com- 
pany, the  Philadelphia  and  Reading  Coal  and  Iron  Company. 
The  Temple  Iron  Company  w^as,  therefore,  brought  directly 
under  the  control  of  the  railroads  which  had  participated  in 
the  combination. 

It  was  further  provided  in  the  contracts  that  if  the  earnings  of 
the  Temple  Iron  Company  were  not  sufficient  (a)  to  set  aside 
a  sinking  fund  of  15  cents  for  every  ton  mined,  {b)  to  pay  the 
interest  on  the  bonds,  and  {c)  to  provide  for  a  stock  reserv^e  equal 
to  3  per  cent  on  its  stock,  each  guaranteeing  railroad  should  pay 
12  J  cents  for  every  ton  of  coal  produced  by  the  Temple  Iron 
Company  and  transported  by  the  guarantor  as  the  initial  line. 
In  case  there  was  still  insufficient  revenue  to  meet  the  obHgations 
of  the  Iron  Company,  including  6  per  cent  on  its  capital  stock,  the 
railroads  agreed  that  they  would  make  up  the  deficiency  on  the 
basis  of  the  percentage  guaranteed  by  them,  regardless  of  the 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  853-854. 

^  Ibid.,  p.  580. 

'  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  354. 

'•  This  was  true  up  to  the  time  of  the  suit  recently  brought  by  the  Government 
to  dissolve  the  combination  of  railroads  through  the  Temple  Iron  Company.  For 
the  decision  of  the  Supreme  Court  in  this  case,  see  p.  215. 
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proportion  of  the  output  of  the  Iron  Company  carried  by  each.^ 
Under  this  guarantee,  payments  were  made  to  the  Trust  Com- 
pany in  1899,  1900,  and  1902.  During  those  years  the  guarantee- 
ing railroads  advanced  $483,000  in  all  to  the  Temple  Iron  Com- 
pany to  enable  it  to  meet  its  obHgations.^  Since  1902,  however, 
the  operations  of  the  Iron  Company  have  been  profitable,  and 
further  contributions  have  not  been  necessary.^  By  the  middle  of 
June,  1909,  stimulated  possibly  by  a  Government  prosecution,* 
these  advances  had  all  been  repaid,  and  in  addition,  the  Temple 
Iron  Company  had  redeemed  out  of  its  surplus  all  but  $800,000  of 
its  outstanding  bonds.^ 

The  collieries  of  Simpson  and  Watkins  having  been  acquired 
(in  1899),  it  became  necessary  to  apportion  their  tonnage  among 
the  railroads.  The  principle  upon  which  this  distribution  was  to 
be  made  had  already  been  determined  upon.  Mr.  Baer  testified 
^'  it  was  generally  understood  that  the  transportation  as  it 
existed  at  the  time  of  the  transfer  of  the  colHeries  should  not  be 
disturbed."  ^  This  understanding  was  carried  out.  Within 
the  next  few  years,  the  Temple  Iron  Company,  either  directly  or 
through  its  subsidiary  corporations,  entered  into  contracts  with 
the  several  railroads,  or  their  subsidiary  coal  companies,  agreeing 
to  sell  for  the  life  of  the  mines  the  output  of  its  newly  acquired 
collieries.^  None  of  the  properties  acquired  by  the  Iron  Com- 
pany were  tributary  to  the  Reading  Railroad,  which,  through  its 
president,  Mr.  Baer,  had  taken  such  an  active  part  in  the  negotia- 
tions. The  Reading  gained,  however,  through  the  elimination  of 
an  unsettling  railway  factor,  and  through  the  transportation  of 
the  iron  business  of  the  Temple  Iron  Company,  which  Mr.  Baer 
maintained  was  profitable  enough  to  justify  the  Reading  in  taking 
part  in  the  transaction. 

This  combination,  it  will  be  noted,  embraced  only  the  Reading, 
the  Central  of  New  Jersey,  the  Lehigh  Valley,  the  Lackawanna, 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  i,  pp.  139-140. 

2  Ibid.,  ii,  p.  333.  ^  Ibid. 
^  See  pp.  212-213, 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  11 19. 

•  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  832. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  109 2- 1093. 
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the  Erie,  and  the  New  York,  Susquehanna  and  Western,  control- 
ling among  them  over  two-thirds  of  the  total  traffic.  Yet  all  of 
the  other  anthracite  coal  roads,  except  the  Pennsylvania,  have, 
since  1899,  at  some  time  or  other,  been  represented  on  the  directo- 
rate of  the  Temple  Iron  Company.^  Thus  though  the  attempt  to 
defeat  the  construction  of  the  Wyoming  and  Western  Railroad 
through  the  Temple  Iron  Company  was  not  directly  participated 
in  by  all  the  anthracite  coal-carr}dng  railroads,  yet  each  of  them, 
with  the  exception  of  the  Pennsylvania,  has  been  represented 
upon  the  directorate  of  the  instrument  used  in  this  manoeuver. 
This  phase  of  the  matter,  however,  will  receive  further  treatment 
in  the  discussion  of  the  method  whereby  the  anthracite  coal  roads 
have  maintained  harmony  in  the  coal  trade.^ 

Though  the  purchase  of  the  coUieries  of  Simpson  and  Watkins 
by  the  Temple  Iron  Company  had  caused  the  abandonment  of  the 
New  York,  Wyoming  and  Western,  yet  another  attempt  was 
made  in  the  same  year  by  the  individual  operators  to  secure  an 
independent  market  for  their  coal.  The  leader  in  this  second 
attempt  was  the  Pennsylvania  Coal  Company,  the  largest  of  the 
independent  operators,  producing  in  1899  about  2,000,000  tons 
of  coal.^  The  Pennsylvania  Coal  Company  owned  51  per  cent  of 
the  stock  of  the  Erie  and  Wyoming  Valley  Raihoad,  a  gathering 
line,  mainly  from  the  mines  of  the  Pennsylvania  Coal  Company. 
This  road  extended  from  a  point  near  Scranton  in  the  Northern 
field  to  Lackawaxen,  Pennsylvania,  where  it  connected  with  the 
Erie  Railroad.  That  part  of  its  line  extending  from  Hawley  to 
Lackawaxen,  however,  had  been  leased  to  the  Erie."*  The 
Pennsylvania  Coal  Company  proposed  to  extend  the  Erie  and 
Wyoming  Valley  Railroad  from  Hawley  to  Lackawaxen  (on  the 
boundary  Hne  between  Pennsylvania  and  New  York),  and  it 
incorporated  the  Delaware  Valley  and  Kingston  Railroad  Com- 
pany to  extend  from  Lackawaxen  across  the  State  of  New  York 
to  Rondout  on  the  Hudson  river,  thus  making  a  connected  inde- 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  156. 
'  See  pp.  1 5 1  e/  seq. 

'  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  477. 

*  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  105 2-1053. 
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pendent  line  to  tide-water.  The  proposed  extension  from  Lacka- 
waxen  to  the  Hudson  river  required  the  assent  of  the  Railroad 
Commission  of  New  York,  as  under  the  laws  of  New  York  a  new 
railroad  could  not  be  built  unless  the  Commission  certified  it  to  be 
necessary.^  The  application  for  a  certificate  was  filed  in  Decem- 
ber, 1899,  and,  in  spite  of  the  opposition  of  several  railroads,  was 
unanimously  granted.^  The  Pennsylvania  Coal  Company 
thereupon  purchased  for  its  roadbed  the  abandoned  canal  of  the 
Delaware  and  Hudson  Company  from  Lackawaxen  to  Rondout, 
and  secured  adequate  terminal  facilities  at  Rondout,^  whence  the 
coal  could  be  shipped  to  New  York  Harbor  or  to  Albany.  The 
Pennsylvania  Coal  Company  was  a  prosperous  corporation  with  a 
large  accumulated  surplus,  and  was  well  able  to  carry  its  project 
to  a  successful  outcome. 

In  order  to  secure  coal  traffic,  the  Pennsylvania  Coal  Company 
proposed  to  pay  the  operators  who  entered  into  contracts  with  it 
65  per  cent  (instead  of  60  per  cent)  of  the  tide-water  price,  the 
contracts  to  extend  throughout  the  life  of  the  colliery.^  The  new 
project  received  the  active  support  of  the  individual  operators. 
The  Anthracite  Coal  Operators  Association  in  November,  1899, 
pledged  ''  constant  support  and  active  assistance  "  to  the  project 
as  a  prospect  of  relief  from  the  '^  unreasonable  rates  "  charged  by 
the  railroads.^  The  principal  promoter  of  the  new  railroad 
testified  that  a  majority  of  the  individual  operators  in  the  North- 
ern region  would  have  shipped  over  the  new  road,  being  able  to  do 
so  by  the  expiration  of  their  contracts  with  the  railroads,  or  the 
railroad  coal  companies.^  No  contracts  were  executed,  however, 
as  the  agreement  to  sign  was  dependent  upon  the  construction  of 
the  railroad.  And  the  road  was  never  built.  At  the  earnest 
solicitation  of  Mr.  Thomas,^  the  president  of  the  Erie  Railroad, 
which  had  been  carrying  the  product  of  the  Pennsylvania  Coal 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  389-391. 

2  Ihid.,  ii,  p.  474;  also  pp.  389-391. 

3  Ihid.,  ii,  p.  477. 

*  Ibid.,  ii,  pp.  479-480. 
^  Ihid.,  i,  pp.  360-361. 
^  Ihid.,  ii,  p.  474. 
'  Ihid.,  V,  p.  1085. 
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Company,  and  which  was,  therefore,  the  raihoad  most  affected, 
the  banking  firm  of  J.  P.  Morgan  and  Company  undertook  to 
purchase  a  majority  of  the  shares  of  the  Pennsylvania  Coal  Com- 
pany. This  stock  acquired  with  great  difficulty  and  at  a  high 
price  was,  together  with  all  the  stock  of  the  Erie  and  Wyoming 
Valley  Railroad  and  of  the  Delaware  Valley  and  Kingston  Rail- 
road, turned  over  to  the  Erie  in  January,  1901,  for  $32,000,000, 
payment  being  made  in  4  per  cent  bonds  payable  in  fifty  years. 
In  addition,  a  commission  of  $5,000,000  was  paid  to  J.  P.  Morgan 
and  Company,  in  the  form  of  first  preferred  voting  trust  certifi- 
cates.^ Through  this  purchase  of  the  Pennsylvania  Coal  Com- 
pany and  its  aUied  railroads  the  Erie  secured  permanently  the 
tonnage  of  the  Pennsylvania  Coal  Company,  which,  through  the 
Erie  and  Wyoming,  was  carr^dng  in  1899  nearly  5  per  cent  of  the 
total  anthracite  coal  shipments,  and,  in  addition,  it  acquired  the 
large  reserve  supply  of  the  Pennsylvania  Coal  Company,  which 
consisted  in  1896  of  nearly  12,000  acres,  or  nearly  twice  the  acre- 
age owned  by  the  Erie  through  its  own  subsidiary  coal  company.^ 
At  about  the  same  time  that  the  Erie  was  making  these  purchases, 
the  New  York,  Ontario  and  Western,  through  its  subsidiary  coal 
companies,  the  Elk  Hill  Coal  and  Iron  Company  and  the  Scranton 
Coal  Company,  which  were  acquired  in  1898  and  1899  respec- 
tively,^ was  buying  out  a  large  number  of  the  operators  who  had 
pledged  tonnage  to  the  new  railroad."*  The  Ontario  lent  these 
companies  the  money  with  which  to  purchase  the  collieries,  and 
they  then  contracted  to  deHver  to  the  Ontario  the  total  output  of 
the  new  plants.^ 

t  Through  these  purchases  by  the  Erie  and  the  New  York, 
Ontario  and  Western,  the  second  attempt  in  the  year  1899  to 
construct  a  competing  railroad  was  frustrated,  and  a  large  number 
of  independent  operators,  including  the  largest  engaged  in  the 
business,  were  eliminated  from  the  situation  as  competitive 
factors. 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  155;  also  ii,  p.  488. 
2  Ibid.,  iii,  Exh.  157. 

'  Ibid.,  iii,  Exhs.  115,  116. 

*  Industrial  Commission,  ix,  p.  589. 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  Exh.  37  in  i  of  Exhs. 
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Since  1900  numerous  other  firms  have  been  purchased  by  the 
different  railroads  or  by  their  subsidiary  coal  companies.  The 
Delaware  and  Hudson  Company  acquired  in  March,  1901,  the 
entire  capital  stock  ($100,000)  of  the  Hudson  Coal  Company.^ 
The  Hudson  Coal  Company  in  1905  acquired  the  entire  capital 
stock  of  the  Schuylkill  Coal  and  Iron  Company,  and  of  the 
Shanferoke  Coal  Company,  capitahzed  at  $1000  and  $5000 
respectively .2  The  Susquehanna  Coal  Company,  whose  entire 
capital  stock  is  now  owned  by  the  Pennsylvania  Railroad, 
acquired  in  1904  $6? 8, 000  of  the  $800,000  capital  stock  of  the 
Lytle  Coal  Company  ^  with  a  production  in  1907  of  over  400,000 
tons.^  The  Summit  Branch  Mining  Company,  capitalized  at 
$25,000,  also  owned  by  the  Pennsylvania  Railroad,  acquired  in 
1902  $482,450  of  the  $494,150  capital  stock  of  the  Lykens  Valley 
Coal  Company,^  producing  in  1907  nearly  450,000  tons.^  Be- 
tween the  years  1900  and  1905  the  Lehigh  Valley  Railroad  bought 
the  Seneca  Coal  Company,  the  Connell  Coal  Company,  the  War- 
rior Run  Mining  Company,  the  Righter  Coal  Company,  and  the 
Wyoming  Coal  and  Land  Company,  with  a  combined  production 
for  the  year  in  which  they  were  purchased  of  well  over  a  milHon 
tons.^  These  purchases  were  made  by  the  Lehigh  Valley  Rail- 
road, as  President  Thomas  testified,  to  make  sure  that  the  tonnage 
stayed  on  the  Lehigh  Valley,  where  it  belonged.^  The  stock  of 
these  companies  was  later  transferred  to  the  Lehigh  Valley  Coal 
Company,^  but  the  railroad  company  and  the  coal  company  were 
so  obviously  one  that  there  was  then  little  danger  that  the  tonnage 
would  ever  be  lost  to  the  railroad.  In  1905  the  Scran  ton  Coal 
Company,  whose  entire  capital  stock  is  owned  by  the  New  York, 
Ontario    and   Western,    purchased    the   Black   Diamond    Coal 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  123.  This  company 
was  organized  under  a  different  name  on  June  2,  1871. 

2  Ibid. 

'  Ibid.,  iii,  Exh.  134. 

^  Ibid.,  iii,  Exh.  139. 

^  Ibid.,  iii,  Exhs.  132,  133. 

*  Ibid.,  iii,  Exh.  169. 

'  Ibid.,  iii,  Exh.  170;  and  v,  p.  768. 

'  Ibid.,  V,  p.  1087. 

'  Ibid.,  V,  p.  782. 
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Company,  with  a  capital  stock  of  $27,000.^  In  the  same  year  the 
Erie  Railroad  acquired  the  Jermyn  estate,^  one  of  the  large  inde- 
pendent operations. 

An  important  purchase  was  that  of  Coxe  Brothers  and  Com- 
pany by  the  Lehigh  Valley  Railroad  in  1905.  Coxe  Brothers  was, 
at  this  time,  the  largest  independent  firm  in  the  field,  possessing 
over  5000  acres  of  coal  lands,^  and  mining  in  1905  over  1,300,000 
tons.^  It  owned,  also,  the  Delaware,  Susquehanna  and  Schuyl- 
kill Railroad  (a  gathering  hne  with  50  miles  of  track  in  the  Lehigh 
region),  which  had  been  built  in  1890-1892  in  order  to  connect  the 
coUieries  of  Coxe  Brothers  with  a  number  of  railroads  to  tide- 
water. In  1905,  however,  Coxe  Brothers  was  shipping  its  output 
and  that  of  the  other  colheries  on  its  hne  over  the  tracks  of  the 
Lehigh  Valley,  the  cars  and  crews  being  supphed  and  manned  by 
the  Delaware,  Susquehanna  and  Schuylkill  Railroad,  the  Lehigh 
Valley  pro\iding  merely  the  track.  The  entire  capital  stock  of 
Coxe  Brothers  (82,910,150),  and  the  stock  of  its  controlled  rail- 
road ($1,500,000)  and  S6o,ooo  of  the  stock  of  four  subsidiary 
companies  were  purchased  by  the  Lehigh  Valley  Railroad,  on 
November  i,  1905,  for  the  sum  of  $19,000,000.  The  Lehigh 
Valley  Railroad  financed  the  transaction  through  the  issue  of 
$19,000,000  collateral  trust  bonds  bearing  4  per  cent  interest. 
It  pledged  as  security  therefor  the  stocks  of  the  purchased 
companies,^  with  the  exception  of  a  few  shares  retained  to  be 
used  in  quahf^dng  directors.  Though  the  firm  of  Coxe  Brothers 
was  purchased  by  the  Lehigh  Valley  Railroad,  its  business 
was  carried  on  by  officers  and  directors,  who  were  also  officers 
and  directors  of  the  Lehigh  Valley  Coal  Company,^  and  the  entire 
output  of  Coxe  Brothers  was  turned  over  at  the  mines  to  the  Coal 
Company.  Coxe  Brothers,  likewise,  early  in  1906  assigned  to  the 
Lehigh  Valley  Coal  Company  its  contracts  with  the  Harwood 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  ii6. 

2  Mineral  hidiistry,  iv,  p.  82. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  59. 

*  Ihid.y  iii,  Exh.  170. 

^  Annual  Report  of  the  Lehigh  Valley  Railroad,  1906,  pp.  14,  34-35. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  58. 
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Coal  Company  and  with  Pardee  Brothers  and  Company/  whose 
combined  production  in  1907  was  over  800,000  tons.^  The 
Delaware,  Susquehanna  and  Schuylkill  Railroad  is  now  being 
operated  by  the  Lehigh  Valley  Railroad. 

President  Thomas  gave  the  following  account  of  the  circum- 
stances attending  the  purchase  of  Coxe  Brothers  by  the  Lehigh 
Valley.  He  said  that  Mr.  Alexander  Coxe,  a  member  of  the 
Lehigh  Valley  board,  came  to  him  some  months  prior  to  the 
purchase,  and  told  him  that  he  thought  of  getting  out  of  the 
business;  that  he  had  had  unexpectedly  a  large  offer  for  his  coal 
property,  but  because  of  his  connection  with  the  Lehigh  Valley 
Railroad  he  preferred  to  have  the  Lehigh  acquire  it.  Mr.  Coxe 
made  an  offer,  which  he,  Mr.  Thomas,  believed  was  a  bona  fide 
one.  Having  received  this  offer,  Mr.  Thomas  narrates,  ''  I  went 
to  our  bankers  and  I  asked  them  if  I  could  have  a  certain  amount 
of  money  without  disclosing  the  purpose.  They  told  me  I  could. 
The  result  was  that  I  negotiated  the  transaction,  notified  our 
people  of  what  I  had  done,  and  asked  authority  to  go  on  and  close 
the  transaction,  which  I  did."  ^  The  Pennsylvania  Railroad  was 
at  this  time  carrying  west  the  greater  part  of  the  output  of  Coxe 
Brothers  and  Company.  It  objected  to  the  purchase,  but  Mr. 
Thomas  maintained  that  the  tonnage  originated  on  the  line  of  the 
Lehigh  Valley,  and  that  he  proposed  to  keep  it. 

The  cases  cited  above  illustrate  the  elimination  of  the  inde- 
pendent operators  by  purchase. 

(2)  Elimination  of  the  independent  operators  by  means  of  the 
percentage  contracts. 

These  numerous  purchases  by  the  railroads  of  coal  properties 
brought  about  the  ehmination  of  a  large  number  of  independent 
operators,  yet  they  offered  no  assurance  that  the  attempt  to 
secure  an  independent  outlet  to  tide-water  would  not  be  renewed 
by  the  independent  operators  yet  remaining  in  the  field.  If, 
however,  the  total  output  of  the  independent  operators  could  be 
tied  up  by  means  of  perpetual  contracts,  extending  throughout 
the  whole  life  of  the  colHery,  a  recurrence  of  such  projects  would 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  634. 
2  Ihid.,  iii,  Exhs.  169-170.  2  Ihid.,  v,  p.  1084. 
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apparently  be  prevented  forever.  The  contracts  in  the  early 
eighties,  running  •  for  varied  terms,  had  netted  the  individual 
operator  from  40  to  45  per  cent  of  the  tide-water  price.  This 
percentage  was  increased  when  the  Xew  York,  Susquehanna  and 
Western,  entering  the  Wyoming  field  in  1882,  offered  to  pay  the 
operators  50  per  cent  of  the  tide-water  price,  as  this  forced  the 
other  railroad  companies  to  pay  the  same  rate.  In  1890  the  New 
York,  Ontario  and  Western  built  an  extension  into  the  Northern 
coal  field,  and  secured  tonnage  by  agreeing  to  transport  coal  for 
40  per  cent  of  the  tide-water  price,  which  was  equivalent  to  giving 
the  operator  60  per  cent  of  the  tide-water  price,  the  expense  of 
seUing,  however,  to  be  borne  by  the  operator.  The  Ontario 
later  agreed  to  buy  the  coal  outright  and  to  pay  therefor  55  per 
cent  of  the  tide-water  price.  The  other  railroads  soon  offered  the 
same  terms. ^ 

The  percentage  contract  system  was  not  at  this  time,  however, 
the  customary  mode  of  marketing  the  independent  output.  Its 
introduction  as  a  general  system  was  in  considerable  measure  due 
to  the  influence  of  Mr.  McLeod,  president  of  the  Reading  Rail- 
road.2  It  will  be  recalled  that  it  was  a  part  of  the  plan  of  the 
combination  of  1892  to  tie  up  the  output  of  the  independent 
operators  by  means  of  long-term  contracts.  The  Philadelphia 
and  Reading  Coal  and  Iron  Company  had  contracted  in  1892  to 
buy  the  output  of  the  Lehigh  Valley  Coal  Company  and  of  the 
Lehigh  and  Wilkes-Barre  Coal  Company,  controlled  by  the 
Lehigh  Valley  Railroad  and  the  Central  of  New  Jersey  respec- 
tively. It  paid  therefor  60  per  cent  of  the  average  f.  o.  b.  prices 
at  tide-water.  Contracts  on  this  same  basis  were  entered  into, 
also,  with  many  individual  operators.  Mr.  Fuller,  who  had  a 
55  per  cent  contract,  testified  that  Mr.  McLeod  voluntarily 
raised  his  percentage  in  1892  to  60  per  cent,  and  even  dated  the 
contract  back  a  year,  thus  giving  him  the  benefit  of  the  higher 
percentage  for  the  previous  year  also.^  Several  other  railroads 
made  similar  contracts  with  the  indi\ddual  operators,  though  the 

*  H.  S.  Fleming,  Secretary  of  Anthracite  Coal  Operators  Association,  Twenty- 
second  Annual  Report  of  the  U.  S.  Geological  Survey,  1900-1901,  pt.  3,  pp.  iio-iii. 
^  Ifidnstrial  Commission,  ix,  p.  562. 
^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  481-482. 
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period  during  which  the  contract  was  to  remain  in  force  varied. 
In  most  cases  the  contracts  were  to  extend  for  seven  years,  but 
some  were  for  a  shorter  period,  and  others  until  all  the  coal  from 
the  colHery  covered  by  the  contract  had  been  removed. 

In  1899  a  large  number  of  the  60  per  cent  contracts  expired. 
The  New  York,  Wyoming  and  Western  Railroad,  projected  as  an 
independent  road,  offered  to  pay  the  operators  65  per  cent  of  the 
tide-water  price,  and  made  a  number  of  contracts  on  that  basis. 
The  project,  however,  was  defeated  by  the  purchase  of  the  mines 
of  its  main  supporters,  and  the  road  was  never  built.  The  inde- 
pendent operators  continued  their  efforts,  however,  to  get  an 
increased  price  for  their  coal,  and  supported  the  Pennsylvania 
Coal  Company  in  its  attempt  to  build  an  independent  route,  by 
pledging  their  tonnage  to  the "  Coal  Company  in  return  for  65 
per  cent  of  the  tide-water  price.  The  contracts  were  to  become 
effective  when  the  road  was  completed.  They  never  went  into 
effect,  as  the  mines  of  the  promoter  of  the  new  railroad  were  pur- 
chased by  the  Erie  Railroad,  and  this  put  an  end  to  the  project. 

Previous  to  the  purchase  of  the  Pennsylvania  Coal  Company 
and  the  consequent  failure  of  the  operators  to  obtain  an  increased 
price  for  their  coal,  there  had  taken  place  in  the  coal  fields  in 
1900  a  widespread  strike.  A  presidential  campaign  was  then 
in  progress.  Mr.  Hanna,  chairman  of  the  RepubHcan  National 
Committee,  represented  to  the  railroad  interests  that  unless  the 
strike  were  settled,  it  might  extend  to  the  bituminous  "states,  and 
endanger  the  election  of  Mr.  McKinley.  The  miners  agreed  to 
go  back  to  work,  provided  their  wages  were  advanced  10  per  cent. 
After  much  pressure  by  Mr.  Hanna,  the  principal  railroads,  or 
their  coal  companies,  assented  to  the  wage  increase.  The 
miners  refused  to  resume  work,  however,  until  all  of  the  coal 
operators,  including  the  individual  operators,  had  granted  the 
advance.  1  The  individual  operators,  before  making  any  con- 
cessions, appointed  a  committee  in  October,  1900,  to  confer  with 
the  presidents  of  the  transportation  companies,  and  to  learn 
whether  there  was  to  be  a  reduction  in  freight  rates  to  cover  the 
advance  in  wages.     This  committee  reported  in  favor  of  granting 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  i,  pp.  98-99. 
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the  increase  in  wages,  though  it  was  unable  to  exact  from  the  rail- 
road presidents  participating  in  the  conference  a  definite  promise 
that  the  freight  rates  would  be  reduced,  or  that  the  percentage  of 
the  tide-water  price  to  be  paid  the  indi\idual  operators  would  be 
increased.  It  reported  that  the  presidents,  including  the  repre- 
sentatives of  the  Reading,  the  Central  of  New  Jersey,  the  Lehigh 
Valley,  the  Lackawanna,  and  the  Erie,  had  expressed  their  sym- 
pathy with  the  indi\ddual  operators,  and  had  intimated  that 
something  would  be  done  to  improve  the  condition  of  the  coal 
business.^  The  individual  operators  seem  to  have  been  con- 
vinced that  there  was  considerable  prospect  of  securing  a  better 
price  for  their  coal,  and  they,  therefore,  appointed  "  a  committee 
with  full  power  to  adjust  all  differences  ^\'ith  certain  transporta- 
tion companies,  which  shall  have  delegated  full  power  to  a 
committee,  and  negotiate  and  agree  upon  a  basis  of  contract  which 
shall  definitely  and  for  a  period  of  years  fix  the  commercial  rela- 
tions between  the  said  operators  and  the  said  transportation 
companies."  ^  A  large  number  of  the  operators  present  at  the 
meeting  signed  the  resolution  endowing  the  committee  with  full 
power  to  agree  upon  a  contract  form,  each  operator,  however, 
reserving  the  right  to  make  a  separate  contract  for  himself.^ 
This  committee  met  with  a  committee  of  the  transportation 
companies,  consisting  of  representatives  of  the  Reading,  the 
Central  of  New  Jersey,  the  Lehigh  Valley,  the  Lackawanna,  and 
the  Erie,  and  they  agreed  upon  a  form  of  contract.^  This  form 
of  contract  was  recommended  to  the  individual  operators  by  the 
committee,  Mr.  Howe,  one  of  the  committee  for  the  operators, 
expressing  the  belief  that  they  had  gotten  the  best  terms  that 
they  could  from  the  railroads.^  In  accordance  with  this  recom- 
mendation, a  large  number  of  the  operators,  being  for  the  most 
part  those  who  had  previously  had  60  per  cent  contracts,  signed 
in  1900  and  1901  the  65  per  cent  contracts,  and  since  then,  an 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  vi,  Temple  Iron  Company 
Exhs,.  no.  7,  pp.  30-32. 

2  Ibid.,  p.  32. 

3  Ibid.,  pp.  32-33. 
*  Ibid.,  ii,  p.  316. 
^  Ibid.,  ii,  p.  224. 
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additional  number  of  operators  have  entered  into  contracts  upon 
the  same  basis. 

The  most  important  provisions  of  the  65  per  cent  contracts  are 
(in  substance  and  in  condensed  form) : 

1 .  The  Seller  sells  and  agrees  to  deliver  on  cars  at  the  breaker 
to  the  Buyer  all  the  Anthracite  Coal  hereafter  mined  ^  from  any  of 
its  mines  now  opened  and  operated,  or  which  it  may  hereafter 
open  and  operate,  on  the  premises  intended  to  be  covered  by  this 
contract,  and  any  which  shall  be  reclaimed  from  culm  banks  on 
said  premises. 

2.  Shipments  to  he  made  from  time  to  time  as  called  for  by  the 
Buyer.  The  Buyer  to  give,  on  the  twenty-fifth  day  of  each 
month,  notice  of  the  quantity,  as  nearly  as  practicable.  Buyer 
will  require  for  the  next  month,  and  arrange  to  take  the  coal  in 
as  nearly  equal  daily  or  weekly  quantities  as  in  its  judgment 
the  requirements  of  the  market  will  permit.  The  Buyer  to  use  its 
best  efforts  to  find  a  market  for  the  Seller's  coal  so  as  to  enable 
the  Seller's  colHeries  to  be  worked  as  many  days  as  practicable, 
with  due  regard  to  the  general  market  conditions,  and  to  give 
orders  for  shipment  which  will  enable  the  Seller  to  work  its  col- 
lieries as  many  days  in  each  year  as  other  colHeries  similarly 
situated  work. 

3.  The  Buyer  agrees  that  it  will  not  discriminate  in  favor  of 
its  own  mines,  or  any  persons,  firms  or  companies  with  which  it  • 
has  contracts  to  buy  coal,  but  that  the  quantity  to  be  ordered 
monthly  shall  be  a  just  proportion  of  the  entire  quantity  of  coal 
agreed  to  be  purchased  by  the  Buyer,  measured  by  the  colliery 
capacity  of  the  respective  Sellers.  The  colHery  capacity  shall  be 
determined  as  of  the  first  of  January  in  each  year  by  the  parties 
hereto,  and,  on  their  failure  to  agree,  the  president  for  the  time 
being  of  Girard  Trust  Company  shall  select  a  suitable  expert  for 
this  purpose. 

4.  The  Buyer  agrees  to  pay  and  the  Seller  agrees  to  accept  the 
following  prices  for  said  coal,  when  delivered  f.  o.  b.  railroad  cars 
at  the  breaker:  For  all  sizes  above  Pea  coal,  sixty-five  (65)  per  cent 
of  the  general  average  free  on  board  prices  of  said  sizes  (from  the 

^  Italics  supplied  by  the  author. 
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same  trade  region)  received  at  tide  points  at  or  near  New  York, 
between  Perth  Amboy  and  Edgewater,  computed  as  hereinafter 
provided.  For  Pea  coal,  fifty  (50)  per  cent  of  the  general  average 
f.  o.  b.  price  for  Pea  coal  when  the  said  price  is  S2.50  per  ton  or 
less,  and  an  advance  in  the  percentage  with  an  increase  in  the 
price  above  $2.50.  For  Buckwheat  coal  No.  i,  40  per  cent  of  the 
general  average  f.  o.  b.  price,  and  for  sizes  smaller  than  Buckwheat 
No.  I,  25  cents  per  ton  f.  o.  b.  railroad  cars  at  the  breaker  with 
provision  in  both  cases  for  an  increase  in  the  rate  with  an  increase 
in  the  price  received  at  tide. 

5.  The  general  average  f.  o.  b.  prices  herein  referred  to  shall  be 
determined  by  a  disinterested  expert  accountant  satisfactory  to 
both  parties,  to  whom  the  Buyer  shall  furnish,  not  later  than  the 
8th  of  each  month,  a  statement  of  the  quantity  of  each  size  sold 
during  the  preceding  month,  and  the  amount  realized  therefor 
by  the  Buyer  at  tide  on  all  sales  of  each  size  of  coal  from  the 
region  covered  by  the  contract,  and  the  average  prices  thus 
obtained  (for  each  trade  region)  shall  be  furnished  by  the  account- 
ant to  the  Buyer  and  Seller,  by  whom  they  shall  be  accepted  in  the 
settlement  between  Buyer  and  Seller.  All  statistics  given  such 
accountant  shall  be  treated  by  him  confidentially,  and  the  result- 
ing averages  only  shall  be  given  to  Buyer  and  Seller. 

6.  If  any  default  shall  be  made  by  the  Buyer  in  any  payment, 
the  Seller  may,  at  its  option,  declare  this  contract  forfeited  by 
giving  notice  of  such  default  for  a  period  of  at  least  five  days,  and 
of  its  intention  to  terminate  this  contract,  unless  payment  shall 
be  made  in  the  meantime. 

7.  The  Seller  will  consign  and  manifest  said  coal  to  such  points 
and  parties  as  the  Buyer  shall  from  time  to  time  direct,  and  will 
furnish  and  send  to  the  Buyer  such  copies  of  manifests  and  such 
notice  relating  to  coal  shipped  as  the  Buyer  may  direct. 

8.  In  the  event  of  any  disagreement  as  to  the  quantity  to  be 
ordered,  or  the  actual  price  of  coal  at  tide,  or  on  any  other  ques- 
tion to  be  decided  under  the  terms  hereof  by  arbitration,  it  shall 
be  determined  by  a  Board  to  be  known  as  the  Permanent  Board 
of  Arbitration,  which  shall  consist  of  three  persons:  one  person 
selected  by  the  Seller;  the  president  of  the  Buyer  company  to  be 
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the  second  person ;  and  the  president  for  the  time  being  of  Girard 
Trust  Company  to  be  the  third  person. 

9.  If  by  reason  of  changes  in  trade  or  colliery  conditions  the 
Seller  is  unable  to  operate  its  mines  without  financial  loss  on  the 
basis  of  this  contract,  and  the  Buyer  decKnes  to  modify  this 
agreement,  the  Seller  may  submit  the  questions  involved  to  the 
said  Board  of  Arbitration,  and  if  the  Board  decides  that  the  Seller 
cannot  operate  its  mines  without  loss  on  the  basis  of  this  contract, 
and  if  the  Buyer  and  Seller  cannot  agree  on  a  modification  of  this 
contract,  then  this  contract  shall  cease. 

10.  It  is  also  agreed  that  if  at  any  time  the  average  f.  o.  b.  price 
at  tide-water  for  sizes  of  coal  larger  than  Pea  shall  be  less  than 
$3.50  per  ton,  then  the  Seller  may  at  its  option  temporarily 
suspend  mining  and  cease  all  deliveries  hereunder  until  the  said 
average  price  shall  reach  $3.50  per  ton;  provided,  however,  that 
two  weeks'  notice  of  intention  to  stop  deliveries  shall  in  such 
case  be  given  by  the  Seller  to  the  Buyer. ^ 

The  most  important  changes  introduced  in  the  new  contracts 
were  the  increase  in  the  percentage  of  the  tide- water  price,  and  the 
provision  that  the  contract  should  cover  the  total  future  output 
of  the  colliery,  the  contracts  of  1892  having  usually  provided  only 
for  the  total  production  of  the  colliery  during  the  period  of  the 
contract.  The  individual  operators  at  last  secured  the  increased 
price  for  which  they  had  been  contending  so  long.  They  obtained 
it,  however,  at  a  great  cost.  They  practically  surrendered  for- 
ever their  independence,  agreeing  to  sell  to  the  railroad,  or  its 
subsidiary  coal  company,  their  entire  future  output,  to  be  de- 
Hvered  in  such  quantities,  and  at  such  times  as  the  buyer  dictated. 
Mr.  Simpson  of  the  old  firm  of  Simpson  and  Watkins  testified 
before  a  United  States  Examiner  in  a  recent  suit  that  the  railroads 
would  not  give  him  a  contract  for  his  coal,  unless  he  made  the 
contract  extend  for  the  life  of  the  collieries. ^  Judge  Buffington 
found  that  it  was  shown  by  the  testimony  '^  that  the  perpetuity 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  Exh.  no.  121.  Con- 
tract between  Hillside  Coal  and  Iron  Company  and  Lackawanna  Coal  Company, 
typical  of  the  65  per  cent  contracts.  See  also  65  per  cent  contract,  Industrial  Com- 
mission, ix,  pp.  505-507. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  447, 
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clause  was  insisted  on  and  inserted  in  the  contracts  thereafter  by 
the  combined  action  of  the  defendant  raihoads  and  their  coal 
companies  in  order  to  \^^thdraw  from  competition  for  all  time  the 
freights  of  these  producers."  ^ 

The  percentage  contracts  just  described  were  adopted  in  the 
form  outhned  only  by  the  five  important  coal  interests  which  had 
participated  in  the  conferences  with  the  individual  operators,  viz., 
the  Reading,  the  Central  of  New  Jersey,  the  Lehigh  Valley,  the 
Lackawanna,  and  the  Erie.  The  railroads  or  the  coal  companies 
not  taking  part  in  these  conferences  did  not  demand  that  the  new 
contracts  should  extend  for  the  life  of  the  mines.  In  most  cases, 
however,  they  entered  into  contracts  with  the  indi\idual  opera- 
tors which  were  substantially  similar  to  those  described.  Over 
the  greater  part  of  the  anthracite  field,  therefore,  the  percentage 
contracts  thus  prevailed. 

These  contracts  offered,  it  is  true,  certain  obvious  advantages 
to  the  individual  operators,  —  the  advantage  of  selling  their  coal 
directly  to  the  railroads  and  thus  not  having  to  maintain  sales 
offices  and  sales  agents  in  the  trade  centers,  and  the  advantage  of 
saving  the  costs  of  insurance,  storage  and  loss  from  bad  debts. 
The  operators  were  able  to  avoid  thereby,  also,  the  uncertainty 
in  securing  cars  when  they  were  most  needed. ^  A  fair  idea  of  the 
difficulties  against  which  the  operator,  attempting  to  market  his 
own  product  in  competition  with  the  owners  of  the  cars,  had  to 
contend  is  indicated  by  a  letter  of  Mr.  Haddock,  a  prominent 
operator,  written  in  1899  to  President  Truesdale  of  the  Lacka- 
wanna Railroad: 

I  am  fully  aware  that  the  dominant  and  controlling  influence  in  the  former 
management  declared,  within  a  very  recent  period,  that  the  company  would 
go  to  any  length  to  get  rid  of  me.  This  statement  .  .  .  rests  upon  the  word 
of  a  gentleman  of  unquestioned  veracity,  and  I  venture  the  opinion,  that  the 
mahcious  purpose  so  expressed,  has  been  made  fully  manifest,  in  the  delayed 
deHveries,  the  confiscation  of  coal,  and  the  removal  of  switches  from  the 
^  yards  of  our  consignees  in  the  more  recent  shipments  to  the  northern  mar- 

1  183  Fed.  Rep.  473. 

2  "  The  Anthracite  Coal  Combination  has  been  less  successful  than  the  Standard 
Oil  Company;  but  its  method  of  crushing  small  rivals  by  den>-ing  them  transporta- 
tion facilities  has  made  it  almost  equally  notorious."  Hadley,  Railroad  Transpor- 
tation, p.  68. 


DEVELOPMENT  OF  AN  EFFECTIVE  COMBINATION      9$ 

kets.  .  .  .  While  I  have  every  reason  to  believe  these  recent  and  violent 
attempts  to  injure  us  and  our  consignees  was  not  the  result  of  your  wish  or 
instructions,  nevertheless,  they  are  in  keeping  with  the  traditional  policy  of 
the  company.  .  .  .  My  sole  desire  has  been  and  is  now,  to  obtain  a  recogni- 
tion of  the  substantial  justice  of  our  claims  for  the  exactions  of  the  past,  my 
right  to  have  reasonable  transportation  charges  in  the  future,  and  to  be  re- 
lieved of  needless  interference  with  the  conduct  of  our  business.^ 

Mr.  Haddock  testified  before  the  Interstate  Commerce  Com- 
mission that  in  the  seven  or  eight  years  prior  to  1901  he  had 
lost  $800,000,  because  of  his  refusal  to  sign  the  contracts.  A 
compromise  was  finally  reached  whereby  the  railroad  paid  him 
$150,000.2 

However,  the  chief  explanation  why  so  many  of  the  individual  A 
operators  signed  the  contracts  with  the  perpetuity  clause  is  that    I 
the  railroads  were  willing  to  allow  them  a  larger  profit  than  could  / 
be  made  by  marketing  their  coal  independently,  provided  they  I 
(the  railroads)  could  thereby  strengthen  their  control  over  prices, 
and  in  addition  protect  themselves  against  an  invasion  of  their 
territory  by  an  independent  line.     That  the  individual  operators 
under  the  new  contracts  were  allowed  a  larger  profit  is  clear  from 
the  table  on  the  following  page. 

Column  I  of  the  table  gives  the  average  price  received  by  the 
Lehigh  Valley  Coal  Company  for  coal  shipped  to  tide- water  from 
the  Wyoming  region.^  Column  II  shows  the  cost  price  to  the 
Lehigh  VaUey  Coal  Company  of  the  coal  purchased  from  the' 
operators  under  the  65  per  cent  contracts.  This  does  not  repre- 
sent 65  per  cent  of  Column  I,  that  is,  the  average  price  received 
by  the  Lehigh  Valley  Coal  Company,  but  65  per  cent  of  the  gen- 
eral average  price  of  all  stove  coal  shipped  from  the  Wyoming 
region,^  this  average  price  being  determined  by  the  Bureau  of 
Anthracite  Coal  Statistics  in  accordance  with  the  provisions  of  the 
contracts.  Column  II,  therefore,  shows  the  amount  received  by 
each  operator  under  contract  shipping  from  the  Wyoming  region. 

^  Letter  of  Mr.  J.  C.  Haddock,  April  10,  1899,  to  President  Truesdale  of  the 
Lackawanna  Railroad.  Files  of  Interstate  Commerce  Commission  in  Hearst  Case, 
Exh.  32. 

2  Ibid.,  pp.  3306,  3326. 

'  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  15. 

*  Ibid.,  iii,  Exh.  11. 
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Results  of  65  per  cent  Coxtr.\cts  of  Lehigh  Valley  Coal  Company,  Nov- 
ember, 1900,  TO  December,  1901,  in  Respect  to  Stove  Coal  Shipped 
FROM  the  Wyoming  Region  o\'er  the  Lehigh  Valley  Railro.ad 
TO  Perth  .\mboy  (New  York  ELaeibor)  ,  f.  o.  b.  Vessel  ^ 


Col.  I 

Coin 

Col.  Ill 

Col.  IV 

Col.  V 

Col.  M.       Col.  MI 

Average 

Price 

Received 

at  Perth 

Amboy 

Cost 
Price 

Expense 

of 
Selling 

Wastage 

.\mount 
Left  for 
Freight 

Published  ' 
Freight       ^  -  . 
Rate  to      Deficiency 
Perth 
Amboy 

Nov.  1900 

432 

2.80 

.10 

•05 

1-37 

1-55 

.18 

Dec.   1900 

432 

2.87 

.10 

•05 

1.30 

1-55 

•25 

Jan.    1901 

436 

2.88 

.10 

•05 

1-33 

1-55     i 

22 

Feb.    1 901 

4-39 

2.88 

.10 

•05 

1.36 

^■55      ' 

19 

Mar.  1901 

4.40 

2.86 

.10 

■05 

1-39 

1-55 

16 

April  1901 

391 

2-57 

.10 

•05 

1. 19 

1-55 

36 

May  1 90 1 

4.08 

2.65 

.10 

•05 

1.28 

1 
1-55 

27 

June  I 901 

4.19 

2.70 

.10 

•05 

1-34 

1-55 

21 

July    1 901 

4.29 

2.77 

.10 

•05 

1-37 

1-55 

18 

Aug.  1901 

4-37 

2.83 

.10 

■05 

1-39 

1-55 

16 

Sept.  1 90 1 

4-47 

2.90 

.10 

•05 

1.42 

1-55 

13 

Oct.    1901 

4.49 

2.91 

.10 

•05 

1-43 

1-55 

12 

Nov.  1 901 

4.49 

2.91 

.10 

•05 

1-43 

1-55 

12 

Dec.   1901 

4-47 

2.91 

.10 

•05 

1.41 

1-55 

14 

^  Table  prepared  by  the  Government  in  suit  to  dissolve  the  anthracite  coal  com- 
bination as  being  in  violation  of  Sherman  Anti-Trust  Act.  Brief  for  the  United 
States  in  Sherman  Anti-Trust  Case,  pp.  374-376.  See  Bibho.  no.  156.  The  origi- 
nal figures  have  been  examined,  the  fairness  of  the  estimates  involved  approved, 
and  the  results  tested  by  the  author.  An  analysis  of  the  financial  results  of  the  con- 
tracts of  the  Lehigh  \'aUey  Coal  Company  has  been  made,  (a)  because  the  results 
for  this  company  are  t>'pical  of  the  results  for  the  other  coal  companies,  yet  under- 
estimate rather  than  exaggerate  the  discrimination,  (b)  because  this  company 
handles  a  large  output  under  contract,  (c)  because  the  Lehigh  Valley  especially  has 
been  involved  in  litigation  designed  to  separate  the  railroad  and  the  coal  interests, 
and  conclusions  for  this  company  are,  therefore,  of  especial  interest.  Stove  coal 
has  been  chosen  as  tj-pical  of  the  prepared  or  domestic  sizes.  WTiere  the  results  for 
stove  coal  var>'  from  those  obtained  for  the  other  sizes  the  discrimination  is  less 
rather  than  greater,  thereby  avoiding  the  charge  that  extreme  cases  have  been 
chosen  in  order  to  make  the  discrimination  appear  as  great  as  it  was  possible  to  make 
it.  Most  of  the  percentage  contracts  were  adopted  in  1901.  They  were  generally 
made  retroactive  to  November,  1900,  and  therefore  the  operation  of  the  contracts 
for  the  first  fourteen  months  has  been  analyzed. 
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The  expense  of  selling  is  fairly  estimated  for  the  prepared  sizes  at 
10  cents  a  ton/  and  the  waste  incident  to  abrasion  of  the  coal 
in  transit,  which  is  borne  by  the  Lehigh  Valley  Coal  Company,  is 
about  5  cents  a  ton.  The  balance,  after  having  deducted  the 
amount  paid  the  individual  operators,  the  selHng  costs,  and 
wastage,  is  the  sum  available  for  the  payment  of  the  freight  rate. 
The  amount  by  which  this  falls  short  of  the  pubHshed  tariff  ^ 
is  given  in  Column  VII,  the  significant  column  for  our  purposes. 
It  shows  that  on  stove  coal  purchased  from  the  individual 
operators  under  the  65  per  cent  contracts  and  shipped  to  tide- 
water, the  Lehigh  Valley  Coal  Company  received  as  available 
for  transportation  charges  from  12  to  36  cents  a  ton  ^  less 
than  the  pubHshed  freight  rates.  This  indicates  the  amount  the 
Lehigh  Valley  Coal  Company  was  wiUing  to  pay  in  order  to  secure 
control  of  the  independent  output,  and  thus  guard  itself  effec- 
tively against  the  recurrence  of  the  troublesome  attempts  of 
dissatisfied  operators  to  invite  invasion  of  the  territory  by  an 
independent  line. 

There  is  now,  however,  little  fear  of  trouble  to  the  combina- 
tion from  this  source.  By  the  two  methods  of  purchase  and 
contracts  in  perpetuity  the  independent  operator  has  been  largely 
eliminated  as  a  factor  in  the  conduct  of  the  trade. ^ 

^  Testimony,  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii  and  iii. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  160. 

^  This  assumes  that  Column  I,  the  average  price  received  at  Perth  Amboy,  in- 
cluding as  it  does  the  coal  mined  by  the  Lehigh  Valley  Coal  Company,  represents 
the  average  price  received  from  the  sale  of  the  coal  of  the  individual  operators.  This 
is  substantially  the  case,  though  subject  to  a  very  slight  correction. 

^  It  remains  to  be  seen  how  the  recent  decree  of  the  Supreme  Court,  ordering  the 
cancellation  of  these  perpetual  contracts,  will  affect  the  situation. 


CHAPTER  V 

THE  PRODUCTION  OF  COAL 

In  the  previous  chapter  is  given  the  history  of  the  organiza- 
tion of  an  effective  combination.  In  this  chapter,  and  the  two 
succeeding,  consideration  will  be  given  to  the  production,  trans- 
portation, price  and  sale  of  coal,  and  the  extent  to  which  these  are 
controlled  by  a  combination.  Attention  is  directed,  then,  first 
to  the  production  of  coal. 


The  Growth  of  the  Trade 

The  development  of  the  trade  from  1821  to  1910  is  sum- 
marized in  the  following  table  ^  showing  the  average  shipments 
for  five  and  ten  year  periods  from  1821  to  1910. 


Average 

for  Five 

Year  Period 

(000,  omitted) 

Average 

for  Ten 
Year  Period 
(000,  omitted) 

Average 

for  Five 

Year  Period 

(000,  omitted) 

Average 

for  Ten 

Year  Period 

(000,  omitted) 

I82I-I825. 

II    ) 

1871-1875. 

•  ••  ■  19,297   ) 

I826-I830. 

■  . . .        95  ) 

53 

1876-1880. 

....  21,302  j 

20,299 

I83I-I835. 

•  •  •  •       393  j 

1881-1885. 

•  •  •  •  30,350  ) 

I 836-1 840. , 

•  •  •  •       795  J 

594 

I 886-1 890. 

•  •  •  •  35,071  j 

32,711 

I 841-1845. 

■  •  •  •    1,395  j 

1891-1895. 

.  .  .  .  42,666  ) 



I 846-1 850. , 

.  •  ■  •   3,023  ) 

2,209 

I 896-1 900. 

•  •  ■  •  43,897  ) 

43,282 

I85I-I855., 

.  •  •  •    5,449  ) 

1901-1905. 

.  .  .  .  52,607  ) 

I856-I860. , 

.  •  •  •    7,346  ) 

6,398 

1906-1910. 

.  .  .  .  62,689  ) 

57,738 

I86I-I865. , 

.  •  •  •   9,043  ) 

I 866-1 870. . 

•  •  •  13,908  j 

11,476 

An  examination  of  this  table  and  of  the  appended  chart  reveals 
the  fact  that  the  production^  of  anthracite  coal,  though  showing  a 
very  great  percentage  increase  from  1820  to  1840,  was  still  quite 
small  in  1840,  the  average  production  for  the  five  years  1836- 
1840  being  less  than  1,000,000  tons.      From  1841   to   1865  the 

^  Compiled  from  Appendix,  Table  I.  In  order  to  secure  connected  figures  for  the 
growth  of  the  trade  from  the  beginning  it  has  been  found  necessary  to  use  the  ship- 
ments of  coal.  The  total  production  of  coal  is,  at  the  present  time,  about  15  per 
cent  in  excess  of  the  shipments  to  market. 

2  This  term,  for  the  sake  of  convenience,  is  frequently  used  in  the  following  pages, 
though  the  figures  refer  t^  shipments,  not  actual  production. 
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quinquennial  increase  was  about  2,000,000  tons.  As  the  result 
of  the  demand  created  by  the  Civil  War,  the  trade  grew  rapidly 
in  the  decade  1866-187 5,  the  quinquennial  increase  averaging 
over  5,000,000  tons.  The  next  five  year  period  was,  in  the  main, 
one  of  industrial  depression,  and  the  production  increased  but 
slightly.  During  most  of  the  fifteen  years  which  followed,  these 
conditions  were  reversed.  The  average  production  of  coal 
increased  over  9,000,000  tons  during  1881-1885,  over  6,000,000 
tons  during  1886-1890,  and  over  7,000,000  tons  during  1891-1895. 
The  output  remained  practically  stationary  during  the  next  five 
year  period  (1896-1900),  but  since  then  has  grown  very  fast, 
increasing  nearly  9,000,000  tons  for  the  five  years  1901  to  1905, 
and  over  10,000,000  tons  for  the  years  1906  to  19 10.  The  pro- 
duction has  increased  approximately  10,000,000  tons  in  each 
decade  since  1861,  although  the  increase  was  somewhat  greater  in 
the  decade  1901  to  19 10. 

The  rapid  growth  of  the  trade  in  recent  years  is  shown  in 
further  detail  by  the  following  table  and  chart, ^  giving  the  annual 
shipments  from  1898  to  1913.^ 

Annual  '  Annual 

Shipments  Shipments 

Years  of  Coal  Years  of  Coal 

1898 41,8  1906 55,6 

1899 47,6         1907 67,1 

1900 45,1         1908 64,6 

1901 53,5         1909 61,9 

1902 31,2         1910 64,9 

1903 59,3         1911 69,9 

1904 57,4        1912 63,6 

1905 61,4        1913 69,0 

The  production  in  1898  was  41.8  million  tons.  In  1899  it  had 
increased  to  47.6  million,  or  nearly  6,000,000  tons  greater  than  in 
1898,  yet  only  slightly  above  the  production  of  1895.  Two  years 
later,  in  1900,  the  amount  was  even  less  than  in  1895,  decHning  to 
45.1  milKon  tons.  The  year  1900  was  noteworthy  in  that  the 
output  in  that  year  was  limited  to  the  requirements  of  the 
market.  Since  1900,  however,  there  has  been  a  considerable 
growth,   the  production  increasing  from  45.1   milHon  to  53.5 

^  See  p.  loi.  2  See  Appendix,  Table  I  for  exact  figures. 
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million  tons  in  1901.  In  1902,  as  the  result  of  the  bitter  strike 
which  caused  a  cessation  of  mining  operations  for  several  months, 
the  output  declined  to  31.2  million  tons.  In  the  following  year, 
however,  it  increased  to  59.3  milKon,  or  nearly  6,000,000  tons  in 
excess  of  the  maximum  up  to  that  time.  No  marked  changes  took 
place  until  1906.  In  this  year  a  suspension  of  mining  operations  for 
several  weeks,  pending  the  adjustment  of  the  wage  scale,  caused 
the  production  for  the  year  to  fall  as  low  as  55.6  million  tons,  but 
this  loss  was  more  than  recovered  in  1907,  when  the  shipments 
rose  to  over  67,000,000  tons,  again  nearly  6,000,000  tons  greater 
than  the  previous  record.  The  attainment  of  this  record  in  1907 
is  significant  as  a  severe  panic  began  in  the  month  of  October, 
and  was  followed  by  a  prolonged  period  of  industrial  depression. 
In  spite  of  this  unfavorable  element,  the  shipments  for  November, 
1907,  were  larger  than  in  any  other  November  in  the  history  of  the 
trade,  and  the  shipments  in  the  following  year,  though  less  than 
in  1907,  were  yet  over  3,000,000  tons  in  excess  of  those  of  any  pre- 
vious year.  This  indicates  that  anthracite  coal  is  of  relatively 
small  importance  for  industrial  purposes,  and  that  the  demand  for 
it  is  therefore  less  affected  by  general  business  conditions. 
In  1909  there  was  a  further  suspension  of  mining  operations,  and 
consequently  the  production  again  declined,  nearly  reaching  the 
level  of  1905.  In  the  following  year,  19 10,  however,  there  was  an 
increase  to  the  figure  of  1908,  and  in  191 1  the  output  again 
increased,  nearly  reaching  70,000,000  tons,  which  was  approxi- 
mately 3,000,000  tons  greater  than  the  previous  high  water 
mark.  In  191 2  the  production  of  anthracite  declined  to  63.6 
million  tons.  This  falHng  off  was  due  entirely  to  the  suspension 
of  mining  operations  from  April  i  to  May  20,  pending  the  settle- 
ment of  the  demands  of  the  miners  for  certain  changes  in  the 
wage  agreement.  In  the  following  year  the  output  increased  to 
69,000,000  tons,  which  was  just  a  little  below  the  record  attained 
in  191 1.  In  spite  of  this  rapid  increase  in  the  production  of  coal 
the  demand  is  now  about  equal  to  the  present  capacity  of  the 
mines.  ^ 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  551-552.  What  future 
increase  in  output  there  is,  will  probably  come,  in  the  main,  from  an  increase  in  the 
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Production  by  Regions 


Much  the  greater  part  of  this  enormous  output  of  coal  has 
been,  since  the  early  seventies,  the  product  of  the  Wyoming  or 
Northern  field,  which  has  supplied  a  steadily  increasing  proportion 
of  the  total  shipments.  The  greater  development  of  this  region  is 
evident  from  an  examination  of  the  chart  on  page  103.^  In  1830 
only  about  one-fourth  of  the  total  shipments  of  anthracite  coal 
came  from  the  Wyoming  region.  Another  fourth  came  from  the 
Lehigh  region,  the  balance  being  the  output  of  the  Schuylkill 
region.  In  1840  the  proportion  of  the  Wyoming  region  had 
declined  to  one-sixth  of  the  total  shipments,  the  increase  going 
to  the  Schuylkill  region.  It  was  not  until  after  1840  that  the 
Wyoming  region  began  to  develop  rapidly.  By  1850  it  was  again 
producing  one-quarter  of  the  total  production,  its  output  in  that 
year  passing  that  of  the  Lehigh  field.  The  greater  part  of  the 
total  shipments,  however,  still  came  from  the  Southern  or  Schuyl- 
kill field,  which  in  1850  furnished  well  over  half  of  the  total. 
By  i860  the  Wyoming  field  was  shipping  one-third  of  the  total 
production,  the  increase  being  secured  at  the  expense  of  the 
Schuylkill  field,  —  the  Lehigh  field,  as  before,  just  about  holding 
its  own.  In  1867  the  shipments  from  the  Wyoming  region,  for 
the  first  time  since  the  shipments  have  been  regularly  recorded, 
exceeded  those  from  the  Schuylkill  field,  and  by  1870  the  product 
of  the  Northern  field  constituted  about  one-half  of  the  total  out- 
put. The  Schuylkill  field  at  this  time  was  normally  yielding  about 
one- third  of  the  total  production,  the  balance  coming  from  the 
Lehigh  region.  Since  1870  there  has  been  a  continued  increase 
in  the  proportion  of  the  shipments  coming  from  the  Wyoming 
region,  and  a  corresponding  decline  in  the  proportion  of  the  other 
two  regions.  In  1875  the  output  of  the  Northern  field  exceeded 
for  the  first  time  the  combined  output  of  the  other  two  regions, 
and  since  1884  its  output  regularly  has  been  greater  than  that  of 

number  of  days  during  which  the  mines  are  worked.  The  average  number  of  days 
worked  in  191 1  was  246,  which  was  greater  than  for  several  years  previous.  Min- 
eral Resources  ^  1911,  pt.  2,  p.  172. 

^  See  Appendix,  Table  I,  for  table  of  shipments,  giving  figures  on  which  the  chart 
is  based. 
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the  other  two  regions  combined.  The  normal  contribution  of  the 
Wyoming  field  for  several  years  has  been  about  60  per  cent  of  the 
total  shipments,  while  the  Schuylkill  field  regularly  contributes 
about  28  per  cent,  and  the  Lehigh  field  about  12  per  cent. 

The  Wyoming  field  is  of  greater  importance  than  the  Lehigh 
field  as  it  has  more  extensive  deposits.  The  Wyoming  deposits, 
however,  are  less  than  one-half  those  of  the  Schuylkill  field. ^ 
Its  more  rapid  development  is  to  be  explained  primarily  by  the 
character  of  the  deposits.  A  large  part  of  the  coal  in  the  Wyo- 
ming region  is  to  be  found  within  1000  to  1200  feet  of  the  surface. 
The  cost  of  mining,  therefore,  is  generally  less  than  in  the  Schuyl- 
kill field,  where  the  coal  as  a  rule  lies  much  deeper,  the  Lykens 
Valley  measures  in  the  Schuylkill  field  extending  as  far  as  4000 
feet  below  the  surface. ^  The  most  expensive  mining  is  in  the 
Schuylkill  region,  where  the  veins  are  quite  distorted,  and  the 
quantity  of  water  which  must  be  Hfted  is  enormous.  President 
Baer  has  estimated  that  the  cost  of  mining  in  the  Schuylkill  field  is 
from  40  to  50  cents  a  ton  greater  than  in  the  Wyoming  field.^ 
The  bulk  of  the  product  of  the  future,  however,  must  come  from 
the  Southern  field.  Mr.  Norris,  a  speciaHst  in  mining  engineering, 
testified  in  1914  that  the  Wyoming  region  is  probably  at  its  apex 
of  production,  the  Lackawanna  end  of  this  region  being  already 
on  the  down  grade;  that  the  Lehigh  region  could  not  be  expected 
to  produce  nearly  as  much  as  the  other  fields;  and  that  the  portion 
of  the  Schuylkill  called  the  Western  Middle  field,  embracing  the 
Mahanoy  and  the  Shamokin  basins,  had  probably  already  reached 
its  maximum  production.^  The  great  reserve  of  the  future  is 
located  in  the  Schuylkill  field.  The  chart,  if  extended  into  the 
future,  would  certainly  show  a  reversal  of  the  earlier  developments. 
Just  when  the  product  of  the  Wyoming  field  will  begin  to  decline 
relatively  to  that  of  the  Schuylkill  field  cannot  be  predicted,  but 

^  Penn.  Commission  to  Investigate  the  Waste  of  Coal  Mining,  1893,  p.  121. 

2  Industrial  Commission,  xix,  p.  445. 

'  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  11 75-1 176. 

*  Interstate  Commerce  Commission  investigation  of  rates,  practices,  rules  and 
regulations  governing  the  transportation  of  Anthracite  Coal,  xxxviii,  p.  4545- 
See  Biblio.  no.  198.  Referred  to  hereafter  as  /.  C.  C.  Investigation  of  Anthracite 
Rates. 
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the  time  is  sure  to  come,  and  when  it  does  come,  the  cost  of 
mining  at  the  lower  levels  will  be  materially  increased,  —  unless, 
indeed,  this  can  be  offset  by  improvements  in  the  arts  which  will 
effect  a  reduction  in  mining  costs. 

Production  by  Companies 

Most  of  the  anthracite  coal  now  produced  is  mined  by  the 
railroads,  or  by  their  subsidiary  coal  companies,  which  are  referred 
to  hereafter  as  the  railroad  coal  companies,^  including  the  coal 
departments  of  roads  Kke  the  Lackawanna,  which  has  always 
mined  its  coal  directly.  The  table  ^  on  page  104  gives  the  produc- 
tion in  1907  of  each  railroad  coal  company  and  of  the  remaining 
operators  not  controlled  by  the  railroads,  and  also  the  proportion 
of  the  total  output  of  coal  mined  by  each  railroad  coal  com- 
pany and  by  the  remaining  operators  during  the  years  1 900-1 907. 

The  railroad  coal  companies  in  1907  produced  nearly  80  per 
cent  of  the  total  output.  By  far  the  largest  producing  company, 
in  spite  of  the  fact  that  its  coal  lands  are  located  mainly  in  the 
Southern  field,  where  the  cost  of  mining  is  greater,  was  the  Phila- 
delphia and  Reading  Coal  and  Iron  Company,  producing,  in  1907, 
12.3  million  tons,  or  16  per  cent  of  the  total.  Upon  the  exhaus- 
tion of  the  deposits  in  the  other  fields,  this  company,  in  the  future, 
will  become  of  even  greater  importance  than  it  is  at  present. 
The  second  largest  company  was  the  Lackawanna  Railroad, 
which  mined  directly  1 2  per  cent  of  the  total  output.  The  Read- 
ing Coal  and  Iron  Company,  and  the  Lackawanna  Railroad, 
therefore,  together  produced  considerably  more  than  all  of  the 
independent  operators  in  the  whole  anthracite  basin.  The  other 
coal  producing  companies  in  the  order  of  their  importance  were: 
the  Lehigh  Valley  Coal  Company,  owned  by  the  Lehigh  Valley 
Railroad;  the  Delaware  and  Hudson  Company,  and  its  subsidiary 
concerns;  the  Pennsylvania  Coal  Company,  and  the  Hillside 
Coal  and  Iron  Company,  both  owned  by  the  Erie  Railroad;  the 
Susquehanna  Coal  Company,  and  the  other  coal  companies  con- 

^  For  the  relation  of  these  coal  companies  to  the  railroads,  see  pp.  113  et  seq. 
2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  169.      Figures  are 
actual  production,  not  shipments  to  market. 
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trolled  by  the  Pennsylvania  Railroad;  the  Lehigh  and  Wilkes- 
Barre  Coal  Company,  controlled  by  the  Central  Railroad  of  New 
Jersey;  the  Lehigh  Coal  and  Navigation  Company,  closely 
aflB.Hated  with  the  Central  of  New  Jersey;    the  Scran  ton  Coal 


Operator 


In  Percentages 


1900    ;    1901        1902    I    1903    i    1904    ■    1905 


1905 

1906 

1907 

16.35 

15-87 

16.01 

5-95 

5-93 

5-79 

954 

10.28 

10.51 

11-34 

12.61 

12.04 

8.94 

9-36 

9.50 

7.02 

7.21 

7-59 

2.40 

2-5? 

2.67 

5-93 

6.69 

6.44 

346 

3-24 

3-35 

3-52 

3-85 

4.14 

74-45 

77-62 

78.04 

25-55 

22.38 

21.96 

100% 

100% 

100% 

MiUion 

Tons, 

000 

Omitted 

1907 


P.  &  R.  C.  &  I.  Co. 

L.  &  W.  B 

L.  V 

Coxe 

Lackawanna 

D.  &  H 

Penn.  Coal  Co 

H.  C.  &  I.  Co 

T.  I.  Co 

Penn.  R.R 

Ontario 

L.  C.  &N.  Co.i..  . 

Total 

All  other  operators 
Grand  total 


16.17 

15-88 

6.01 

6.11 

6.13 

6.61 

9.61 

10.49 

8.37 

9.10 

1.43! 

6.33 

2.59 

2.57 

5.58 

2.23 

3.87 

62.04 

3796 
100% 


5-60 

3-58 

2-97 
69-24 
30.76 
100% 


15-02 
5-52 
6.84 

11-95 
952 

8.22 

2.35 
4.69 
4.00 
2-77 
70.88 
29.12 


100 


cr 


14.96 

5-94 
8.62 

11.48 
9.64 

7.27 

2.47 
5-89 
3-42 

3-02 

72.71 
27-29 
100% 


15.46 

5-86 
8-55 

ir.91 
8.97 

6.74 

2.49 

6.19 

3.66 

3-20 

73-03 

26.97 

100% 


12.304 
4-451 
6.676 

1-394 
9.249 
6.661 

4.246 

2053 
4-943 

2.576 

3.178 

59.960 

16.87s 

76.836 


P.  &  R.  C.  &  I.  Co.  =  Philadelphia  and  Reading  Coal  and  Iron  Co. 

L.  &  W.  B.  =  Lehigh  and  Wilkes-Barre  Coal  Company,  controlled  by  the  Central  Railroad  of 
New  Jersey. 

L.  V.  =  Lehigh  Valley  Coal  Company. 

Co.xe  =  Coxe  Brothers  and  Company. 

Lackawanna  =  Lackawanna  Railroad. 

D.  &  H.  =  Delaware  and  Hudson,  and  Hudson  Coal  Company. 

Penn.  Coal  Co.  =  Pennsylvania  Coal  Companj*. 

H.  C.  &  I.  Co.  =  Hillside  Coal  and  Iron  Company,  controlled  by  the  Erie  Railroad. 

T.  I.  Co.  =  Temple  Iron  Company. 

Penn.  R.  R.  =  Susquehanna  Coal  Company  and  other  subsidiary  coal  companies  controlled  by  the 
Pennsylvania  Railroad. 

Ontario  =  Scranton  Coal  Company  and  Elk  Hill  Coal  and  Iron  Company,  controlled  by  the 
Ontario  Railroad. 

L.  C.  &  N.  Co.  =  Lehigh  Coal  and  Navigation  Company 

Company,  and  the  Elk  Hill  Coal  and  Iron  Company,  owned  by 
the  New  York,  Ontario  and  Western;  and  the  Temple  Iron  Com- 
pany, jointly  owned  by  several  of  the  carriers. ^ 

The  proportion  of  the  total  output  mined  by  the  railroad  com- 
panies has  steadily  increased.  In  1900  the  combined  production 
of  the  railroad  coal  companies  was  62  per  cent  of  the  total  out- 

1  See  pp.  118-119  for  the  relation  of  this  company  to  the  anthracite  carriers. 

2  The  Supreme  Court  in  December,  191 2,  declared  this  joint  ownership  of  the 
Temple  Iron  Company  illegal.     See  p.  215. 


THE  PRODUCTION  OF  COAL  105 

put,  while  the  operators  not  controlled  by  the  railroads  produced 
38  per  cent  of  the  total.  By  1901,  through  the  purchase  of 
the  Pennsylvania  Coal  Company  by  the  Erie,  and  the  purchase 
of  a  number  of  independent  operators  by  the  New  York,  Ontario  - 
and  Western,  the  output  of  the  railroad  coal  companies  had  ■  i^' 
increased  to  nearly  70  per  cent  of  the  totaly  The  acquisition  of  ; 
individual  properties  continued  in  the  years  which  followed. 
In  1905  the  large  firm  of  Coxe  Brothers  and  Company  was  pur- 
chased by  the  Lehigh  Valley,  and  a  number  of  smaller  properties 
were  absorbed  by  other  railroad  companies.  By  1907  over 
three-fourths  (78.04  per  cent)  of  the  total  output  of  anthracite 
coal  was  being  mined  by  the  railroad  coal  companies,  while  less 
than  22  per  cent  was  mined  by  the  remaining  operators.  The 
largest  individual  operator  at  this  time  was  the  Kingston  Coal 
Company,  producing  in  1907  slightly  over  1.5  million  tons,  yet 
425,855  tons  of  this  were  mined  for  the  Lackawanna  Railroad,  and 
practically  all  of  the  balance  was  sold  to  various  railroad  coal 
companies.  This  was  the  only  independent  company  with  a 
production  of  over  a  million  tons.  There  were  eight  other  com- 
panies in  1907,  producing  over  a  half  million  tons,  but  all  of  these, 
with  one  exception,  sold  practically  all  their  coal  at  the  mines  to 
the  railroad  coal  companies,  ^  —  hence  they  were  not  important 
competitive  factors. 

In  1907,  as  we  have  seen,  the  anthracite  coal  roads,  either 
directly  or  through  their  afi&hated  coal  companies,  produced 
59,960,287  tons,  or  78.04  per  cent  of  the  total  production  of 
anthracite  coal.  This  does  not  indicate  fully,  however,  the 
completeness  of  their  control  over  the  output  of  coal.  The  pro- 
duction of  the  individual  (and  independent)  operators  in  1907 
was  16,875,795  tons.  This  includes  the  425,855  tons  mined  by 
the  Kingston  Coal  Company  but  belonging  to  the  Lackawanna 
Railroad.  Deducting  this  amount  the  independent  output  is 
reduced  to  16,449,940  tons,  or  21.41  per  cent  of  the  total  produc- 
tion. But,  it  will  be  remembered,  a  large  number  of  the  individ- 
ual operators  had  entered  into  long  term,  and  in  many  cases 
perpetual,  contracts  with  the  railroad  coal  companies,  whereby 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  170. 
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they  agreed  to  deliver  at  the  mines  to  the  coal  companies  all  the 
coal  mined  by  them.^  The  output  thus  bound  by  c  ntract  ^ 
in  1907,  was  7,427,634  tons.^  This  tonnage,  for  all  practical 
purposes,  was  as  thoroughly  controlled  by  the  railroad  coal  com- 
panies with  whom  the  contracts  had  been  made,  as  if  it  had  been 
produced  directly  by  them.  It  should  therefore  be  added  to 
their  production  in  order  to  ascertain  the  extent  of  their  control 
over  the  output.  After  deducting  from  the  independent  output 
the  tonnage  sold  to  the  railroad  coal  companies  under  the  per- 
centage contracts,  the  independent  operators  are  in  control  of 
only  9,022,306  tons,  or  11.74  per  cent  of  the  total  production. 
The  railroad  coal  companies  controlled,  therefore,  88.26  per  cent 
of  all  the  coal  mined.  One  further  deduction,  however,  still 
remains  to  be  made.  A  number  of  the  individual  operators  sold 
their  total  output,  or  a  portion  thereof,  to  the  railroad  coal  com- 
panies under  contracts  based  upon  the  65  per  cent  contracts,  but 
extending  only  for  a  year  or  in  some  cases  terminable  at  will  by 
either  party.  The  amount  so  sold  to  the  railroad  coal  companies 
in  1907  was  2,335,918  tons.^  These  purchases  placed  the  rail- 
road coal  companies  in  control,  in  the  year  1907,  of  70,149,694 
tons,  or  91.3  per  cent  of  the  total  production.  Therefore,  though 
the  individual  (and  independent)  operators  mined  in  1907  nearly 
22  per  cent  of  all  the  anthracite  coal  produced,  yet  so  much  of 
this  was  bound  in  various  ways  to  the  railroad  coal  companies 
that  only  8.7  per  cent  of  the  total  production  could  be  classed  as 
really  independent. 

The  data  for  bringing  these  figures  down  to  date  are  not 
obtainable  (the  figures  for  1907  were  collected  by  the  Govern- 
ment in  a  suit  to  dissolve  the  coal  combination) ,  but  an  estimate 
of  the  present  situation  can  be  made  that  is  substantially  accurate. 
The  report  of  the  State  Department  of  Mines  for  191 1  (the  latest 
issued  at  the  date  of  writing  ^)  gives  by  districts  the  production 

1  See  pp.  91-93. 

2  Includes  two-thirds  of  the  output  of  the  Pine  Hill  Colliery,  approximately  one- 
third  being  free  and  really  independent. 

3  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  170. 

4  Ibid. 

^  April,  1 9 14. 
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of  each  anthracite  mining  company.  From  the  figures  in  this 
report  one  may  conclude  that  in  191 1,  as  in  1907,  the  inde- 
pendent concerns  mined  and  controlled  less  than  one-tenth  of 
the  total  output,  while  the  railroad  companies  mined  and  con- 
trolled over  nine-tenths. 

Distribution  of  the  Unmined  Tonnage 

A  consideration  of  the  unmined  area  shows  that  the  proportion 
of  the  total  output  mined  by  the  independent  operators  will 
steadily  decline.  The  amount  of  anthracite  coal  yet  in  the 
ground  can  be  estimated  with  a  fair  degree  of  accuracy.  The 
most  reliable  estimate  of  this  nature  is  that  of  Mr.  William 
Griffith,  a  mining  engineer  and  geologist,  who,  from  the  fullest 
data  available,  including  that  collected  by  the  Pennsylvania 
Geological  Survey,  of  which  he  had  been  a  member,  estimated  in 
1896  the  amount  of  minable  coal  then  in  the  ground  which 
would  be  available  for  shipment  to  market;  the  distribution 
thereof  among  the  principal  owners;  and  the  duration  of  the 
supply  controlled  by  each  interest,  using  the  shipments  in  1895 
as  a  basis.  The  results  are  summarized  in  the  table  ^  on  the 
next  page. 

The  individual  (and  independent)  operators  not  controlled  by 
a  transportation  company  owned,  in  1896,  9.07  per  cent  of  the 
unmined  tonnage  available  for  shipment  to  market. ^  Since  1896, 
as  the  result  of  the  buying  out  of  a  large  number  of  operators,  the 
holdings  of  the  railroad  coal  companies  have  been  considerably 
increased.  It  is  obvious,  therefore,  that  the  proportion  of  the 
unmined  coal  owned  by  the  independent  operators  has  decHned. 
In  spite  of  this  decHne,  these  operators  as  late  as  1907  mined 
nearly  22  per  cent  of  the  total  output.  Yet  it  is  clearly  impossible 
for  them  to  maintain  this  proportion,  inasmuch  as  they  own  less 
than  9  per  cent  of  the  unmined  tonnage.     A  steady  decline  in 

^  William  Griffith,  Bond  Record,  1896.  See  Transcript  of  Record  in  Sherman 
Anti-Trust  Case,  iii,  Exh.  157. 

2  All  of  the  coal  not  owned  by  the  railroad  coal  companies  has  been  classified  as 
belonging  to  the  independent  operators.  Some  of  this  may  have  been  undeveloped 
and  separately  owned.  But  the  tonnage  owned  by  the  independent  operators  cer- 
tainly did  not  exceed  9.07  per  cent  of  the  total. 
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Distribution  of  the  Unmined  Tonnage 
(As  of  January  i,  1896.     000,  omitted  in  each  case) 


Owner 


Unmined 
Coal  Owned 


Per  cent 


Owned  and 

Controlled 

by  Contract 


Per  cent 


Duration 

on  Basis  of 

Shipments 

in  189s 


P.  &  R.  C.  &  I.  Co, 

L.  &  W.  B. 

L.  C.  &  N.  Co.i 

L.  V 

Lackawanna 

D.  &H 

Susq.  Coal  Co.  &  Affil.  Co's 

H.  C.  &  I.  Co 

Penn.  Coal  Co 

N.  Y.  S.  &  VV.  Coal  Co. .  .  . 

Scranton  Coal  Co 

Coxe 

Remainder 

Grand  Total 


2,087,490 

41.14 

2,143,706 

42.25 

863,760 

17.02 

877,569 

17-30 

787,200 

15-52 

855,511 

16.87 

300,853 

5Q3 

332.332 

6.55 

IIS.823 

2.28 

115.823 

2.29 

248,142 

4.89 

316,502 

6.24 

34.718 

.68 

38,879 

•77 

94,876 

1.87 

94,876 

1.82 

13.551 

.27 

26,890 

•54 

13.971 

.28 

67.361 

1-33 

69,901 

1-38 

460,008 

9.07 

187.822 

3-71 

5,073,786 

100.00 

5,073.786 

100.00 

216 
163 

116 

54 
26 

63 
21 

54 
18 

9 
35 


their  relative  output,  therefore,  is  to  be  expected.  Yet  just  how 
long  their  production  will  continue  is  difficult  to  predict  with 
assurance.  If  we  assume  that  all  of  the  460,000,000  tons  of 
unmined  coal,  which  were  not  controlled  by  the  railroad  coal 
companies  in  1896,  were  owned  by  the  independent  operators, 
and  that  25  per  cent  of  the  shipments  to  market  from  1896  to 
1907  was  produced  by  them,^  and  that  their  unmined  supply  has 
not  been  increased,  which  is  a  reasonable  assumption  in  view  of 
the  large  purchases  of  independent  properties  by  the  railroad 
companies,  then  the  independent  operators  would  have  owned  in 
1907  not  over  300,000,000  tons  of  coal  available  for  shipment  to 
market.  This  estimate,  however,  makes  no  allowance  for 
improvements  in  mining,  which  have  made  it  possible  to  extract 
a  larger  percentage  of  the  coal  in  the  ground  than  was  possible  in 
1896,  thus  increasing  the  independent  tonnage  by  approximately 
50  million  tons.  If  we  assume  further  that  the  independent 
operators  will  continue  to  produce  about  20  per  cent  of  the  total 

^  The  unmined  tonnage  of  the  Lehigh  Coal  and  Navigation  Company  is  included 
in  that  of  the  Lehigh  and  Wilkes-Barre  Coal  Company  in  Mr.  Grifl&th's  table. 

2  That  this  is  a  conservative  estimate  will  be  evident  from  an  examination  of  the 
table,  p.  104. 
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production,  then  by  the  year  1933  their  mines  will  have  been 
exhausted,  and  there  will  no  longer  be  any  independent  com- 
panies. The  date,  however,  at  which  we  may  expect  them  to 
disappear  finally  may  be  somewhat  later  as  a  gradual  decline 
in  their  output  is  probable  rather  than  a  steady  maintain- 
ance  of  the  same  proportion  of  the  total  output.  We  may 
certainly  look,  however,  in  the  comparatively  near  future  for  the 
elimination  of  the  independent  element,  unless,  indeed,  new  con- 
ditions shall  arise  through  the  enactment  of  additional  (and 
effective)  legislation,  state  or  national. 

The  railroad  coal  companies  (including  the  Pennsylvania  Coal 
Company,  Coxe  Brothers  and  Company,  and  the  Scranton  Coal 
Company,  all  of  which  were  later  acquired  by  some  of  the  anthra- 
cite carriers)  owned  in  1896,  90.93  per  cent  of  the  unmined  coal. 
If,  in  addition,  the  future  tonnage  controlled  by  them  through 
contracts  be  included,  they  owned  and  controlled  96.29  per  cent 

UNMINED   ANTHRACITE  COAL 
oh/ned  and  conTroUed  by  contract,  in  I Qd & 


Owner 

P.+R. 

C.RAMJ. 

LV. 

LacAa. 

D.^H. 

Erie 
Penn.R.R. 
Ontario 
Remainder 


Percent 


UZS\ 


J7M 
fd.BS 
6.5S 
Z,2S 

e.z^- 

0.28 
3.7/ 


^3.SS 


Chart  V 


of  the  tonnage  available  in  the  future,  only  3.71  per  cent  being  in 
private  hands.  By  far  the  largest  coal  owner  was  the  Phila- 
delphia and  Reading  Coal  and  Iron  Company,  owning,  or  con- 
trolling by  contract,  42.25  per  cent  of  the  total  tonnage.      Its 


no  THE  ANTHRACITE   COAL  COMBINATION 

supply,  on  the  basis  of  its  shipments  in  1895,  would  last  for  216 
years.  Next  in  importance  was  the  Lehigh  and  Wilkes-Barre 
Coal  Company,  and  its  afl&Hated  company,  the  Lehigh  Coal  and 
iSFavigation  Company,  which  together  owmed  17.31  per  cent  of 
the  future  tonnage,  estimated  to  last  163  years.  Including  the 
output  of  these  two  companies,  the  Reading  Company  in  1896 
owned  and  controlled,  therefore,  about  60  per  cent  of  all  the 
anthracite  coal  yet  remaining  in  the  ground.  The  Lehigh  Valley 
Coal  Company  owned  16.87  P^r  cent  of  the  future  supply,  esti- 
mated to  last  116  years,  or  including  the  tonnage  of  Coxe  Brothers, 
later  acquired  by  the  Lehigh  Valley  Railroad,  it  owned  18.25 
per  cent.  These  three  leading  companies  owned,  therefore,  77.80 
per  cent,  or  nearly  four-fifths  of  the  total  amount  of  unmined  coal. 
The  proportional  division  among  the  other  companies  of  the 
remaining  one-fifth  is  shown  by  the  table  and  chart. 

The  foregoing  estimate  of  the  unmined  tonnage  as  of  1896 
has  not  been  brought  down  to  date,  and  figures  are  not  available 
for  the  present  distribution  of  our  coal  deposits.  Such  evidence 
as  is  available,  however,  indicates  that  there  have  been  no 
material  changes  in  the  ownership  of  the  unmined  tonnage. ^ 

The  Reserve  Supply 

Reference  has  been  made  to  the  limited  character  of  the 
anthracite  deposits.  How  large  the  remaining  supply  is,  and 
how  long  it  may  be  expected  to  last,  was  the  subject  of  an  investi- 
gation by  a  Pennsylvania  Commission,  appointed  in  1893  ^^  i^" 
vestigate  the  waste  of  coal  mining.  This  Commission  estimated 
that  the  original  contents  of  the  anthracite  coal  beds  were 
19,500,000,000  tons,  divided  among  the  three  regions  as  follows: 

Wyoming 5,700,000,000       29.2  per  cent 

Lehigh 1,600,000,000         8.2 

Schuylkill 12,200,000,000       62.6 

1  For  a  comparison  of  the  number  of  acres  of  coal  lands  owned  by  the  different 
companies  in  1896  and  1907,  see  William  GriflSth,  Bond  Record,  1896,  and  Trans- 
cript of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exhs.  i,  31,  32,  45,  46,  60,  71,  82, 
84,  118,  125,  136. 
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The  shipments  of  coal  to  market  from  1820  to  1892  inclusive 
were  820,000,000  tons.  If  we  add  10  per  cent  as  the  excess  of  the 
production  of  coal  above  the  shipments  to  markets,  the  total 
amount  of  coal  mined  up  to  1893  was  about  902,000,000  tons. 
The  Commission  estimated,  however,  that  for  every  ton  of  coal 
produced  one  and  a  half  tons  were  lost.  The  production,  there- 
fore, represented  only  40  per  cent  of  the  actual  exhaustion.  The 
amount  of  coal  actually  used  up  by  1893  was  thus  2,255,000,000 
tons,  and  the  amount  remaining  was  estimated  at  17,245,000,000 
tons.^  From  1893  ^^  the  close  of  1903  approximately  550,000,000 
tons  were  mined,  which  (on  the  basis  of  a  40  per  cent  recovery) 
represented  an  exhaustion  of  1,375,000,000  tons,  leaving  15,870,- 
000,000  tons  yet  unmined.  It  is  probable  that  since  1903  nearer 
50  per  cent  of  the  coal  has  been  won.  The  production  from  1904 
to  1 9 13  inclusive  was  about  730,000,000  tons,  which  (on  the 
basis  of  a  50  per  cent  recovery)  involved  an  exhaustion  of  i  ,460,- 
000,000  tons.  This  would  leave  an  unmined  tonnage  at  the  end 
of  1913  of  approximately  14,400,000,000  tons. 

Other  estimates  of  the  future  supply  have  been  made,  among 
the  most  important  of  which  is  that  of  Mr.  Griffith.  He  esti- 
mated that  the  supply  of  coal  available  for  shipment  to  market  in 
1896  was  5,073,786,750  tons.2  The  Coal  Waste  Commission  had 
estimated  in  1893  that  there  were  17,245,000,000  tons  of  market- 
able coal  in  the  ground,  which  (on  the  basis  of  a  40  per  cent 
recovery)  meant  a  probable  production  of  6,898,000,000  tons. 
This  figure  includes  local  consumption,  which  was  not  included 
in  Mr.  Griffith's  estimate.  To  make  the  figures  comparable  10 
per  cent  should  be  added  to  Mr.  Griffith's  estimate,  and  allow- 
ance should  be  made  for  the  exhaustion  from  1893  to  1895 
inclusive.  Upon  this  basis  Mr.  Griffith,  in  1893,  would  have 
estimated  the  future  production  as  about  5,900,000,000  tons,  an 
estimate  which  differs  only  12  per  cent  from  the  figures  of  the 
Pennsylvania  Commission.  It  should  be  noted,  further,  that 
Mr.  Griffith's  estimate,  being  prepared  for  a  New  York  banking 
house,  was  intentionally  conservative.     The  Commission  more  or 

^  Penn.  Commission  to  Investigate  the  Waste  of  Coal  Mining^  1893,  p.  148. 
2  William  Griffith,  Bond  Record,  June,  1896,  p.  501. 
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less  anticipated  improvements  in  mining,  whereas  Mr.  Griffith 
was  not  expected  to  make  any  such  allowance.^  If  allowance  be 
made  for  the  increased  amount  of  coal  which  may  be  won  through 
improvements  in  mining,  there  is  but  a  slight  variation  in  the  two 
estimates. 

How  long  the  reserve  supply  of  coal,  estimated  at  14,400,000,- 
000  tons,  may  be  expected  to  last  depends  upon  the  percentage  of 
recovery  and  upon  the  future  production.  Expert  engineers  in 
the  employ  of  the  railroads  have  testified  that  they  hoped  ''  to 
get  very  nearly  two-thirds  of  the  coal  in  the  ground  to  market, 
or  better."  ^  The  amount  of  the  coal  which  can  be  won  depends 
on  the  character  of  the  veins,  and  the  introduction  of  improve- 
ments. Since  there  is  the  likehhood  of  considerable  variation  in 
the  proportion  of  the  coal  won  in  different  veins,  and  since  as 
mining  proceeds  to  lower  levels,  more  coal  must  be  left  in  the 
ground  as  pillars  for  the  protection  of  the  workings,  the  more 
conservative  estimate  of  a  recovery  of  60  per  cent  has  been  made 
the  basis  of  this  calculation.  Upon  this  basis  the  amount  of  coal 
which  may  reasonably  be  expected  to  constitute  the  supply  of  the 
future  is  about  8,640,000,000  tons.^  Should  the  average  produc- 
tion for  the  last  five  years  (roughly  75,000,000  tons)  continue,  the 
supply  of  anthracite  coal  will  last  about  115  years.  This  estimate 
serves  to  indicate  only  roughly  the  probable  duration  of  the 
supply.  The  results  of  the  calculation  may  be  modified  by  the 
winning  of  a  much  larger  proportion  of  the  coal.  WTiile  most 
scientific  methods  are  employed  in  anthracite  mining,  yet  there 
is  always  the  possibility  of  improvements,  which  will  permit  the 
utiHzation  of  a  greater  amount  of  coal.  The  future  output  of 
coal,  also,  is  not  a  predictable  factor.  Production  has  increased 
almost  steadily  in  past  years  in  spite  of  frequent  assertions  that  it 

^  Testimony  of  William  Griffith,  Transcript  of  Record  in  Sherman  Anti-Trust 
Case,  ii,  pp.  558-559- 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iv,  p.  413. 

'  This  figure  does  not  include  the  increase  in  the  available  supply  of  the  future 
through  the  mining  of  old  beds,  which  had  been  abandoned  years  ago  as  unprofit- 
able, but  which  under  modem  mining  methods  can  be  worked  at  a  profit.  The 
failure  to  include  this  increased  supply,  the  amount  of  which  cannot  be  accurately 
determined,  is  an  additional  reason  for  regarding  the  estimate  of  a  60  per  cent  re- 
covery as  a  conservative  one. 
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had  reached  its  maximum,^  and  it  may  continue  to  increase  in  the 
future.  Thus  the  improvements  in  mining  may  just  offset  the 
increased  production,  or  the  production  may  decHne  and  both 
factors  work  toward  extending  the  duration  of  the  supply. 
Sooner  or  later,  as  a  matter  of  course,  the  production  will  begin 
to  decline.  Some  of  the  coal  beds  are  already  exhausted,  and 
portions  of  others  are  rapidly  approaching  exhaustion.  When 
the  most  available  deposits  have  been  used  up,  the  deeper  beds 
will  be  worked  more  and  more.  As  mining  proceeds  to  lower 
levels  the  cost  of  mining  will  increase.  The  resulting  rise  in  price 
will  operate  to  lessen  the  demand  for  coal,  and  to  reduce  corres- 
pondingly its  production.  Hence  it  is  likely  that  some  anthra- 
cite coal  will  be  available  for  several  hundred  years  to  come.  But 
long  before  the  supply  is  exhausted,  the  march  of  invention  may 
result  in  the  discovery  of  new  fuels,  thus  relieving  us  of  our 
dependence  upon  anthracite  as  a  domestic  fuel. 

Relation  of  the  Railroads  to  the  More  Important 
Coal  Mining  Companies 

We  have  seen  in  the  preceding  pages  that  the  railroad  coal 
companies  control  practically  the  entire  future  supply  of  coal, 
and  mine  much  the  greater  part  of  the  present  production. 
It  becomes  of  interest,  then,  to  note  in  some  detail  the  relation 
which  these  coal  companies,  designated  as  the  railroad  coal 
companies,  bear  to  the  railroads. ^  Upon  examination  they  will 
clearly  be  seen  to  be  for  practical  purposes  one  and  the  same,  the 
/coal  companies  being  merely  devices,  whereby  the  railroads  do 

^  In  the  annual  report  of  the  Lehigh  Coal  and  Navigation  Company  for  1868  it 
was  stated  that "  the  opinion  is  very  prevalent  among  thinking  men,  who  have  given 
attention  to  the  subject,  that  the  maximum  annual  production  of  anthracite  coal  is 
not  many  years  distant."  Forty-four  years  later  the  report  of  the  Delaware,  Lacka- 
wanna and  Western  Railroad  states  that  '*  in  all  probability  the  maximum  annual 
production  of  anthracite  coal  from  the  Pennsylvania  fields  has  been  reached." 

2  The  situation  is  described  in  the  main  as  of  191 3.  The  latest  data,  however, 
have  not  always  been  available.  Where  this  is  the  case,  resort  has  been  had  to  the 
mass  of  facts  contained  in  the  Transcript  of  Record  in  the  Sherman  Anti-Trust  Case, 
showing  the  situation  in  1908.  In  each  instance,  it  is  believed,  it  wiU  be  apparent 
from  the  text  and  from  the  authority  cited  as  of  what  date  the  relationships  indi- 
cated hold  true. 


114  TEE  ANTHRACITE   COAL  COMBINATION 

indirectly  that  which  they  are  forbidden  by  the  Constitution 
of  the  State  to  do  directlv^ 

The  largest  company  is  the  Philadelphia  and  Reading  Coal 
and  Iron  Company,  producing  in  191 1,  13.6  per  cent  of  the  total 
output.  This  company,  it  will  be  remembered,  w^as  organized 
in  1871,  all  of  its  stock  being  owned  by  the  Philadelphia  and 
Reading  Railroad  Company.  In  1893  the  railroad  defaulted  in 
the  payment  of  its  obhgations.  As  these  obHgations  had  been 
secured  by  a  mortgage  on  both  the  railroad  and  the  coal  property, 
the  result  was  that  both  companies  passed  into  receivers'  hands. 
In  1896,  in  accordance  with  the  decree  of  the  Court,  the  property 
of  both  the  railroad  and  the  coal  and  iron  company  was  fore- 
closed, and  sold  to  Mr.  C.  H.  Coster  and  Mr.  F.  L.  Stetson,  acting 
for  the  firm  of  J.  P.  Morgan  and  Company.  They  organized, 
under  Pennsylvania  laws,  a  new  corporation,  the  Philadelphia  and 
Reading  Railway  Company,  to  which  they  conveyed  the  railroad 
properties  purchased  by  them,  with  the  exception  of  the  railway 
and  marine  equipment.^  Shortly  thereafter  they  reconveyed  to 
the  coal  and  iron  company  the  coal  lands  and  other  property 
formerly  belonging  to  it.^  But  through  bankruptcy  the  Phila- 
delphia and  Reading  Railroad  had  become  divested  of  the  shares 
of  the  coal  and  iron  company.  In  the  reorganization  in  1896,  it 
was  necessary  to  accept  the  provisions  of  the  Pennsylvania  State 
Constitution  of  1874,  which  made  it  illegal  for  the  railway  to  hold 
coal  lands.  If  the  ownership  of  the  railroad  and  of  the  coal 
properties  were  to  be  reunited,  some  device  had  to  be  invented 
wherewith  to  circumvent  the  constitutional  prohibition.  This 
was  accomplished  through  the  medium  of  a  holding  company, 
owning  both  the  Philadelphia  and  Reading  Railway  Company 
and  the  Philadelphia  and  Reading  Coal  and  Iron  Company.  The 
National  Company,  which  had  been  incorporated  in  187 1  as  the 
Excelsior  Enterprise  Company  with  very  broad  powers,  including 
the  power  to  buy  and  sell  the  shares  and  bonds  of  other  corpora- 
tions,^ was  among  the  securities  acquired  in  the  purchase  of  the 

^  This  equipment  is  still  owned  by  the  Reading  Company. 
2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  Agreed  Statement,  pp.  607- 
608. 

'  Laws  of  Penn.,  1871,  no.  983.     See  also  Laws,  1870,  no.  949. 
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Philadelphia  and  Reading  Railroad  Company.  ^  The  name  of 
the  National  Company  was  changed  to  the  Reading  Company', 
and  its  capital  stock  was  increased  from  $100,000  to  $140,000,000. 
To  the  Reading  Company  (that  is,  the  old  National  Company 
under  a  new  name)  were  transferred  the  stocks  and  bonds  of  the 
Philadelphia  and  Reading  Railway  Company,  and  of  the  Phila- 
delphia and  Reading  Coal  and  Iron  Company.  These,  with 
some  additional  property,  were  pledged  by  the  Reading  Company 
as  security  for  $135,000,000  of  its  own  bonds,  which,  together 
with  the  certificates  of  beneficial  interest  in  the  shares  of  the 
Reading  Company  (these  shares  having  been  deposited  in  a  voting 
trust),  were  distributed  in  accordance  with  the  plan  of  reorganiza- 
tion. The  payment  of  these  bonds  was  guaranteed  by  the  coal 
and  iron  company,  as  well  as  by  the  Reading  Company .^  The 
Philadelphia  and  Reading  Railway  could  not  sell  its  own  bonds 
to  the  public,  when  desiring  money  for  new  construction  or 
equipment  (all  the  equipment  used  by  it  belonged  to  the  Reading 
Company) ,  but  had  to  deliver  its  bonds  to  the  Reading  Company, 
which  issued  its  own  bonds,  from  the  sale  of  which  the  needed 
capital  was  secured.^  Both  the  railway  and  the  coal  and  iron 
company  maintained  their  separate  organization,  but  both  were 
controlled  absolutely  by  the  Reading  Company,  which  could, 
therefore,  operate  the  two  companies  harmoniously. 

The  present  situation  (1913)  is  as  follows:  The  Reading  Com-  - 
pany  holds  the  entire  capital  stock  of  the  Philadelphia  and  Read- 
ing Railway  Company,  and  of  the  Philadelphia  and  Reading  Coal 
and  Iron  Company.  These  three  companies  have  the  same  presi- 
dent and  the  same  treasurer,  and  have  still  other  ofhcers  in  com- 
mon. Five  of  the  six  directors  of  the  Reading  Railway  Company 
constitute  five  of  the  six  directors  of  the  Reading  Coal  and  Iron 
Company,  and  all  of  the  directors  of  both  of  these  companies  are 
on  the  directorate  of  the  Reading  Company,  constituting  in  each 
case,  in  fact,  two  thirds  of  the  directors  of  that  company.^     The 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  Agreed  Statement,  p.  610. 

2  Ibid.,  pp.  610-61 1. 

2  Mortgage  of  Phil.  ^  Reading  Ry.  Co.,  Nov.  18,  1896,  art.  I,  sec.  3,  p.  15. 
^  Annual  Report  of  the  Reading  Company,  19 13,  p.  3. 
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general  offices  of  the  three  companies  are  in  the  same  building, 
and  their  annual  reports  showing  the  results  of  their  combined 
operations  are  published  in  the  same  pamphlet.  The  Phila- 
delphia and  Reading  Railway  Company  pays  an  annual  dividend 
of  15  per  cent,  which  goes,  as  a  matter  of  course,  to  the  Reading 
Company.^  The  Philadelphia  and  Reading  Coal  and  Iron 
Company  has  never  paid  a  dividend. ^  Indeed,  it  owes  the 
Reading  Company  $72,980,171,^  carried  as  an  open  account. 
Most  of  this  represents  advances  which  had  been  made  by  the 
Philadelphia  and  Reading  Railroad  Company  prior  to  1896,  the 
debt  of  the  mining  company  to  the  railroad  company  having 
been  transferred  in  the  reorganization  to  the  Reading  Company.^ 
Upon  its  enormous  indebtedness  the  Philadelphia  and  Reading 
Coal  and  Iron  Company  has  paid  a  varying  rate  of  interest.  Its 
president  admitted  in  1903  that  ''  the  rate  of  interest  the  Coal 
and  Iron  Company  pays  depends  upon  yearly  earnings  of  the  com- 
pany and  we  have  no  agreement  as  to  a  fixed  rate  of  interest."  ^ 
None  whatever  was  paid  prior  to  1900,  and  in  1902  the  coal 
company  paid  only  i\  per  cent  which  "  was  all  we  thought  the 
Coal  and  Iron  Company  could  afford  to  take  out  of  its  earnings 
that  year  and  pay  over  to  the  Reading  Company."  ^  In  1908  the 
coal  company  paid  the  Reading  Company  2  per  cent  interest, 
which  was  as  high  a  rate  as  it  had  ever  paid  up  to  that  time,^ 
and  higher  than  it  has  ever  paid  since,  with  the  exception  of  the 
year  1913  when  the  rate  was  3.1  per  cent.^  Notwithstanding  this 
low  rate  of  interest  the  coal  and  iron  company  is  frequently 
operated  at  a  loss.  The  results  of  its  operations  for  the  last  eight 
years  are  as  follows: 

1  Annual  Report  of  the  Reading  Company,  1913,  p.  37. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  190;  and  Answer  of  the 
Philadelphia  and  Reading  Coal  and  Iron  Company,  p.  8  (see  Biblio.  no.  174). 

'  Annual  Report  of  the  Reading  Company,  1913,  p.  51. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  190-191. 

*  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  556. 

6  Ibid. 

"^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  190-191. 

^  Annual  Report  of  the  Reading  Company,  1913,  p.  49. 
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I 905-1 906 

Loss.  .  . 

.    $71,482 

I 909-1910 

Loss . . . 

$71,500 

I 906-1 907 

Loss.  .  . 

.    130,745 

1910-1911 

Loss .  . . 

103,316 

I 907-1 908 

Profit.  . 

•    207,523 

1911-1912 

Profit.. 

171,575 

I 908-1 909 

Profit.. 

.      66,973 

1912-1913 

Profit. . 

1,139,592^ 

With  one  exception  the  Reading  Company  has  never  received 
on  the  sum  due  it  from  the  Reading  Coal  and  Iron  Company  more 
than  2  per  cent  interest.  If  the  coal  and  iron  company  were 
charged  the  market  rate  of  interest,  it  would  probably  be  con- 
ducted at  a  loss  every  year.  These  frequent  deficits,  which  are 
borne  by  the  Reading  Company,  are  mainly  due  to  the  high 
freight  rates  charged  by  the  Reading  Railroad.^  Any  losses 
thus  incurred  by  the  coal  company  are  counterbalanced  by  the 
large  profits  made  by  the  railroad  on  the  transportation  of  coal. 
Since  both  the  coal  company  and  the  railroad  are  entirely  owned| 
by  the  Reading  Company,  it  is  immaterial  to  the  Compan)j 
whether  its  profits  come  from  the  mining  of  coal  or  from  its  trans- 
portation. Whether  freight  rates  are  high  or  low  makes  a  great 
deal  of  difference,  however,  to  the  independent  operators,  and  it 
would  appear  that  the  desire  to  bring  about  their  elimination  is 
the  real  explanation  of  such  an  adjustment  of  freight  rates  as 
results  in  the  mining  operations  of  the  railroad  coal  companies 
being  carried  on  at  an  apparent  loss. 

The  Reading  Company  owns  a  majority  of  the  stock  of  the 
Central  Railroad  of  New  Jersey,  one  of  the  most  important 
anthracite  carriers.  The  Central  of  New  Jersey  is  interested  in 
coal  mining  through  the  Lehigh  and  Wilkes-Barre  Coal  Company, 
producing  in  191 1  over  6  per  cent  of  the  total  output.  The 
Central  Railroad  owns  $8,491,150  of  the  $9,212,500  capital  stock 
of  this  company,  or  over  92  per  cent  of  the  total.  Of  this  amount 
$6,651,750  or  72  per  cent  was  acquired  on  January  20,  1874,^ 
following  the  organization  of  the  Lehigh  and  Wilkes-Barre  Coal 
Company  through  the  consoHdation  of  the  Honey  Brook  Coal 
Company  and  the  Wilkes-Barre  Coal  and  Iron  Company,  both 
of  which  prior  to  the  consoHdation  had  been  controlled  by  the 
Central  Railroad  of  New  Jersey.^     The  Central  of  New  Jersey 

^  Annual  Reports  of  the  Reading  Company.  ^  See  ch.  vi. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  43. 

^  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  7.     See  Biblio.  no.  162. 


Il8  TEE  ANTHRACITE   COAL   COMBINATION 

and  the  Lehigh  and  Wilkes-Barre  Coal  Company  have  (19 13) 
the  same  president,  and  he  is  the  president  also  of  the  Reading 
Company.  The  railroad  and  the  coal  company  have  the  same 
secretary  and  treasurer.  Three  of  the  seven  directors  of  the  coal 
company  (five  until  recently)  are  directors  both  of  the  railroad 
and  of  the  three  Reading  companies.  The  entire  funded  debt  of 
the  coal  company,  amounting  to  nearly  $17,000,000,  is  guaran- 
teed by  the  railroad,  both  as  to  principal  and  interest;  and  in  the 
past  the  latter  has  advanced  to  the  former  for  the  purposes  of  its 
business  large  sums  of  money,  the  payment  of  interest  on  which, 
when  due,  has  frequently  not  been  exacted.^  Notwithstanding 
this  exemption,  the  coal  company  paid  no  dividends  until  1910.^ 
Since  that  year  regular  di\idends  of  four  per  cent  have  annually 
been  paid.  Of  the  stock  of  the  coal  company  $7,850,000  has 
been  pledged  by  the  railroad  as  part  security  for  its  bonded  indebt- 
edness.^ Though  the  Central  of  New  Jersey  does  not  own  the 
entire  capital  stock  of  the  Lehigh  and  Wilkes-Barre  Coal  Com- 
pany, the  practical  identity  of  the  two  companies  is  nevertheless 
apparent. 

The  Central  of  New  Jersey  is  closely  affiliated  with  another 
concern,  the  Lehigh  Coal  and  Na\agation  Company,  mining  in 
191 1,  5  per  cent  of  the  total  output.  The  Central  Railroad 
reaches  the  coal  fields  by  the  Lehigh  and  Susquehanna  Railroad. 
This  road,  though  owned  by  the  Lehigh  Coal  and  Navigation 
Company,  has  been  leased  since  187 1  to  the  Central  of  New  Jersey. 
By  the  terms  of  this  lease  the  Coal  and  Navigation  Company 
covenanted  that  the  freight  rates  on  coal  and  other  commodities 
between  points  common  to  both  the  railroad  and  the  canal  should 
be  arranged  from  time  to  time  by  the  two  parties  to  the  lease,  and 
should  conform  as  nearly  as  possible  to  the  rates  then  in  effect  on 
the  railroads  running  between  these  common  points.  The  Coal 
and  Navigation  Company  also  agreed  to  ship  over  the  Lehigh 
and  Susquehanna  Railroad  at  least  three-fourths  of  its  output, 

^  Original  Petition  in  U.  S.  v.  Reading  Company,  p.  54.  See  Biblio.  no.  173. 
Referred  to  hereafter  as  Original  Petition  in  Reading  Case. 

2  Annual  Report  of  the  Central  Railroad  of  New  Jersey,  1910,  p.  17. 

3  Ihid.,  p.  15. 
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excepting  the  coal  shipped  over  its  own  canal. ^     The  Central  of 
New  Jersey  may  purchase  that  part  of  the  output  of  the  Coal 
and  Navigation  Company  which  the  agreement  does  not  require 
to  be  sent  over  the  Lehigh  and  Susquehanna,  provided  it  pays 
therefor  a  price  which  added  to  the  proportion  of  the  freight 
earnings  on  such  coal  accruing  to  the  Coal  and  Navigation 
Company  under  the  terms  of  the  lease  is  not  less  than  the  Navi- 
gation Company  could  secure  by  shipping  over  other  railroads.^ 
The  Central  of  New  Jersey  and  the  Lehigh  Coal  and  Navigation 
Company  have  jointly  purchased  a  majority  of  the  capital  stock 
of  the  Lehigh  and  Hudson  River  Railway,  and  they  jointly 
guarantee  the  payment  of  a  part  of  its  funded  debt.^     These  two 
companies  are  Hkewise  associated  as  practically  the  sole  stock- 
holders of  two  coal  mining  companies.''     Finally,  two  members 
of  the  board  of  managers  of  the  Coal  and  Navigation  Company 
are  likewise  directors  of  the  Reading  Company,  which  controls 
the  Central  of  New  Jersey.     It  is  clear,  then,  that  there  exists 
between  the  Central  of  New  Jersey  and  the  Lehigh  Coal  and 
Navigation  Company  a  close  alliance  and  community  of  interest. 
The  relation  of  the  Central  of  New  Jersey  to  the  Lehigh  and 
Wilkes-Barre  Coal  Company  is  typical  of  the  connection  between 
the  anthracite  carriers  and  their  subsidiary  coal  mining  com- 
panies.    The  extent  of  stock  ownership  varies,  however,  in  dif- 
ferent cases.     The  Lehigh  Valley  Railroad,  for  example,  owns  all 
the  stock  ($1,965,000)  of  the  Lehigh  Valley  Coal  Company,  one 
of  the  largest  coal  mining  companies.      Most  of  this  stock  was 
acquired  in  November,  1875,  and  the  remainder  by  February, 
1908.^     The  railroad  and  the  coal  company  have  (19 13)  the  same 
president;   and  two  of  the  six  directors  of  the  coal  company  are 
directors  of  the  railroad,  while  a  third  is  a  vice-president  of  the 
railroad.     The  main  offices  of  the  two  companies  are  in  the  same 

1  In  191 2  only  six  per  cent  of  the  output  of  the  Coal  and  Navigation  Company 
moved  to  market  over  its  canal.  Practically  aU  the  coal  mined  by  it,  therefore,  is 
subject  to  the  restrictions  of  the  lease.     Original  Petition  in  Reading  Case,  p.  54. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  2. 

3  See  pp.  66-67. 

^  Original  Petition  in  Reading  Case,  p.  57. 

5  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  57. 
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building,  and  up  to  1908  the  annual  report  of  the  coal  company 
was  treated  as  the  report  of  a  mere  department  of  the  railroad. 
The  Lehigh  Valley  Coal  Company  has  never  paid  a  dividend;  ^ 
in  fact  it  has  frequently  borrowed  large  sums  from  the  railroad. 
It  was  observed  in  the  annual  report  of  the  Lehigh  Valley  Rail- 
road for  1 90 1  that  ''  under  the  existing  arrangements  the  Lehigh 
Valley  Coal  Company  is  compelled  to  depend  upon  the  Railroad 
Company  for  working  capital  to  carry  on  its  operations,"  ^  and 
during  the  year  ending  in  November,  1901,  one  million  dollars 
was  advanced  by  the  railroad  to  the  coal  company.^  Mr.  Walter, 
formerly  president  of  the  Lehigh  Valley  Railroad,  testified  in 
1904  that  during  his  administration  the  coal  company  had  always 
borrowed  of  the  railroad  when  it  wanted  money. ^  In  1905  the 
coal  company  borrowed  large  sums  from  the  railroad,  and  in 
return  gave  its  certificates  of  indebtedness  in  the  amount  of 
$10,537,000.  A  part  of  these  certificates  were  given  in  return 
for  the  stocks  of  some  coal  companies  which  were  purchased  from 
the  railroad,  and  the  remainder  represented  an  exchange  for  some 
bonds  of  the  coal  company,  which  had  been  held  by  the  railroad.^ 
It  was  not  intended  that  any  interest  should  be  paid  on  these 
certificates,  and  up  to  191 2  none  was  paid.  But  in  1911  the 
Interstate  Commerce  Commission  in  the  case  of  Meeker  and 
Company  v.  Lehigh  Valley  Raihoad  held  that  the  interest  on  these 
certificates,  amounting  at  5  per  cent  to  $526,850,  constituted  in 
all  substantial  respects  a  rebate  to  the  Lehigh  Valley  Coal  Com- 
pany.^ As  the  result  of  this  finding  the  coal  company  in  March, 
191 2,  paid  up  the  arrearages  of  interest  at  the  rate  of  4  per  cent, 
and  canceled  the  certificates  of  indebtedness,  payment  being 
made  partly  in  cash,  and  partly  by  a  new  issue  of  4  per  cent  bonds, 
which  were  given  to  the  railroad.^  In  addition  to  its  numerous 
advances,  the  railroad  has  guaranteed  $12,596,000  of  the  bonds 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  771. 

2  Annual  Report  of  the  Lehigh  Valley  Railroad,  1901,  p.  25. 

3  Ibid. 

*  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  2334. 
^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  793. 

*  /.  C.  C.  Reports,  xxi,  p.  161. 

^  Annual  Report  of  the  Lehigh  Valley  Coal  Company,  191 2,  p.  7. 
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of  the  coal  company,  a  large  part  of  which  likewise  represent 
advances  made  by  the  railroad.  The  interest  on  these  bonds  is 
now  paid  by  the  coal  company,  but  prior  to  1904  had  been  paid, 
in  some  cases,  by  the  railroad. ^  The  capital  stock  of  the  Lehigh 
Valley  Coal  Company  is  part  of  the  security  for  the  general 
mortgage  executed  by  the  Lehigh  Valley  Railroad  in  1903  under 
which  mortgage  there  have  been  issued  bonds  to  the  amount  of 
$23,539,000.2  Certain  other  considerations  indicate  the  practical 
oneness  of  these  companies.  The  Lehigh  Valley  Railroad  has 
leased  to  the  coal  company  expensive  storage  plants,  trestles  and 
coal  yards  at  much  less  than  their  true  rental  value.  The  coal 
company  has  leased  some  of  its  coal  lands  to  tenants  upon  the 
condition  that  their  output  be  transported  over  the  railroad.^ 
The  Interstate  Commerce  Commission  found  in  191 1  that  the 
railroad,  though  not  nominally  a  party  to  the  percentage  contracts, 
had  nevertheless  made  a  practice  of  settling  for  freight  charges 
on  the  coal  purchased  and  shipped  by  the  coal  company  on  the 
basis  of  the  difference  between  the  sum  paid  the  coal  operators 
and  the  average  market  price  at  tide-water. "* 

The  identity  of  the  railroad  and  the  coal  company  has  received 
judicial  recognition.  In  the  case  of  the  Lehigh  Valley  Railroad 
Company  v.  Rainey,  it  was  held  of  the  relations  of  the  railroad 
to  the  coal  company  that  ''  the  identity  of  interest  between  the 
two  corporations  was  so  plain  that  it  seemed  idle  to  question  it."  ^ 
Judge  Bufhngton  held  in  1910  that  in  work,  profit,  interest  and 
official  personnel  the  coal  company  was  but  an  alter  ego  of  the 
railroad  itself.^  In  speaking  of  the  relation  of  the  Lehigh  Valley 
Railroad  to  the  Lehigh  Valley  Coal  Company  the  Supreme  Court 
held  that  it  was  clear  "  that  the  facts  averred  tended  to  show  an 
actual  control  by  the  Railroad  Company  over  the  property  of  the 
Coal  Company  and  an  actual  interest  in  such  property  beyond 
the  mere  interest  which  the  Railroad  Company  would  have  had  as 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  772,  778. 

2  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  19.     See  Biblio.  no.  159. 

3  Bond  Record,  May,  1896,  p.  368. 

*  I.  C.  C.  Reports,  xxi,  p.  132. 
5  112  Fed.  Rep.  487. 

^  183  Fed.  Rep.  461.     Decision  of  Circuit  Court,  December  8,  1910. 
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a  holder  of  stock  in  the  Coal  Company."  ^  The  fact  that  the 
railroad  has  been  wilHng  to  lend  money  to  the  coal  company 
without  requiring  the  payment  of  any  interest  thereon  would 
appear  to  show  conclusively  that  the  two  are  practically  identical. 
Such  a  loan  constitutes  a  rebate  to  the  coal  company  on  coal 
shipped  over  the  railroad,  and  disposes  of  the  contention  of  the 
railroads  that  the  percentage  contracts  are  in  no  way  contracts 
fixing  the  freight  rate  to  be  charged  by  the  railroad.  It  is  true 
that  they  do  not  affect  the  rate  paid  in  the  first  instance  by  the 
coal  company,  but  if  after  having  paid  the  regular  rate  the  coal 
company  suffers  a  loss,  and  if  this  loss  is  borne  by  the  railroad, 
then  the  railroad  is  obviously  receiving  for  the  transportation 
of  the  coal  a  lesser  sum  than  it  receives  from  similar  shipments 
by  the  independent  operators. 

The  Lehigh  Valley  Railroad  owns  all  the  capital  stock  of  Coxe 
Brothers  and  Company,  and  the  business  of  the  latter  company  is 
carried  on  by  ofi&cers  and  directors,  who  are  also  officers  and 
directors  of  the  Lehigh  Valley  Coal  Company.  The  entire  output 
of  Coxe  Brothers  is  taken  over  at  the  mines  by  the  Lehigh  Valley 
Coal  Company.^  The  Lehigh  Valley  Railroad  owns,  also,  over 
80  per  cent  of  the  stock  of  the  New  York  and  Middle  Railroad 
and  Coal  Company.^  This  company  produces  no  coal,  but 
leases  a  large  part  of  its  coal  bearing  lands  to  the  Lehigh  Valley 
Coal  Company.^  Its  president  is  the  president  of  the  Lehigh 
Valley  Railroad,  and  a  majority  of  its  directors  are  directors  or 
officers  of  the  same  road.  The  Lehigh  Valley  Railroad  also  owns  a 
minority  interest  in  the  Highland  Coal  Company  and  in  the  Packer 
Coal  Company,  and  is  represented  upon  their  directorates.^ 

The  Erie  Railroad  owns  almost  the  entire  capital  stock  of  the 
Pennsylvania  Coal  Company  ($5,000,000),  acquired  in  1901,  and 

^  220  U.  S.  272.  Decision  of  Supreme  Court  in  U.  S.  v.  L.  V .  R.  R.  Co.,  April  3, 
1911. 

2  Original  Petition  in  U.  S.  v.  Lehigh  Valley,  p.  30.  See  Biblio.  no.  172. 
Referred  to  hereafter  as  Original  Petition  in  Lehigh  Valley  Case.     See  also  p.  86. 

3  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  57. 
*  Ibid.,  Exh.  59. 

^  Transcript  of  Record  in  Commodity  Clause  Ca^e^,  pp.  16-18.     See  Biblio.  no. 

159- 


THE  PRODUCTION  OF  COAL  1 23 

of  the  Hillside  Coal  and  Iron  Company  ($1,000,000),  acquired  in 
the  reorganization  of  the  Erie  in  1895.  The  Pennsylvania  Coal 
Company,  in  turn,  owns  the  stock  of  several  smaller  mining 
companies.  The  officers  of  the  Hillside  Coal  and  Iron  Company 
and  of  the  Pennsylvania  Coal  Company,  including  the  president, 
the  vice-president,  the  secretary,  and  the  treasurer,  were  the 
same  in  1908  as  those  of  the  Erie  Railroad,  and  a  majority  of  the 
directors  of  each  coal  company  were  either  directors  or  officers  of 
the  railroad.^  At  the  present  time  (19 13),  however,  the  staff  of 
officers  of  the  Erie  Railroad  is  no  longer  identical  with  that  of  its 
coal  companies,  and  only  one  director  of  the  Erie  is  on  the 
directorate  of  the  Hillside  Coal  and  Iron  Company,  and  only 
two  are  on  the  board  of  the  Pennsylvania  Coal  Company.^  The 
Hillside  Coal  and  Iron  Company  has  never  paid  a  dividend;  ^  in 
fact,  it  has  frequently  been  operated  at  a  loss.  The  deficits  of  the 
coal  company  amounted  to  $789,971  for  the  five  years  1904-1908, 
and  the  money  to  make  up  these  deficits  was  advanced  by  the 
railroad.^  Ordinarily  no  interest  was  paid  on  these  advances,  but 
as  the  interest  fell  due,  it  was  added  to  the  debt.^  The  Pennsyl- 
vania Coal  Company  has  long  been  a  prosperous  corporation,  and 
has  earned  large  dividends.  These  sums  have  been  turned  over  to 
the  Erie,  though  not  in  the  form  of  a  declared  dividend.^  The 
Erie  has  pledged  the  shares  of  the  Hillside  Coal  and  IronCompany 
and  of  the  Pennsylvania  Coal  Company  under  various  mortgages 
executed  by  it."^  These  ramifications  clearly  show  the  substan- 
tial identity  of  the  Erie  Railroad  and  its  coal  companies,  the  Hill- 
side Coal  and  Iron  Company  and  the  Pennsylvania  Coal  Com- 
pany. 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exhs.  80  and  81,  and 
Annual  Report  of  the  Erie  Railroad,  1908. 

2  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxxi.  Answer  of  Erie  Railroad  to 
letters  of  February  9  and  March  18,  1914. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  431;  and  /.  C.  C.  Inves- 
tigation of  Anthracite  Rates,  vii  of  answers  to  circular  letter  of  December  23,  191 2, 
(reply  of  Erie  Railroad  to  question  21). 

*  I.  C.  C.  Investigation  of  Anthracite  Rates,  vii  of  answers  to  circular  letter  of 
December  23,  191 2  (reply  of  Erie  Railroad  to  question  21). 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  p.  1036.       ^  Ibid.,  ii,  p.  182. 

'  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  14.     See  Biblio.  no.  161. 
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As  has  been  seen  the  Erie  Raihoad,  through  the  ownership  of  a 
large  majority  of  its  stock  controls  the  New  York,  Susquehanna 
and  Western  Railroad.  This  company  owns  8761,500,  or  over 
61  per  cent  of  the  $1,229,500  stock  of  the  New  York,  Susquehanna 
and  Western  Coal  Company.^  The  more  important  officers  of 
the  two  companies  are  (1908)  the  same,  and  all  of  the  directors 
of  the  coal  company  with  one  exception  are  directors  of  the  rail- 
road.^  The  New  York,  Susquehanna  and  Western  Coal  Com- 
pany does  not  produce  any  coal,  but  it  has  purchased  large 
quantities  from  the  indi\idual  operators,  which  it  marketed  on 
its  own  account  for  several  years  after  control  over  the  railroad 
was  secured  by  the  Erie,  but  which  it  now  sells  at  the  mines  to 
the  Pennsylvania  Coal  Company  for  the  same  price  as  it  paid 
therefor.^  The  New  York,  Susquehanna  and  Western  Coal 
Company  consequently  gains  nothing  by  the  original  purchase 
of  the  coal,  and  ob\dously  would  not  turn  it  over  to  the  coal 
company  of  the  Erie  upon  such  terms,  were  it  not  recognized 
that  for  all  practical  purposes  the  two  companies  were  one. 

The  Pennsylvania  Railroad  owtis  (1913)  the  entire  capital  stock 
($2,136,800)  of  the  Susquehanna  Coal  Company.  Of  this  amount 
$1,000,000  was  acquired  on  December  31,  1873,  ^^  ^^Y  before 
the  Constitution  of  1874  went  into  effect,  and  the  balance  by 
August,  1888.^  The  railroad  has  made  a  practice  of  lending 
money  to  the  coal  company  for  working  capital.  At  the  present 
tmie  the  railroad  holds  $6,000,000  in  certificates  of  indebtedness 
of  the  coal  company,  upon  which  5  per  cent  interest  is  paid.  The 
only  security  that  the  railroad  has  for  the  loan  is  the  good  faith 
of  the  coal  company.  This  company  was  able  to  declare  a 
4  per  cent  dividend  in  191 2,  but  this  was  the  first  dividend  pay- 
ment since  1897.^  The  Susquehanna  Coal  Company  acquired 
on  April  12,  1904,  $628,600,  or  78  per  cent  of  the  $800,000  capital 

^  /.  C.  C.  Investigation  of  A  nthracite  Rates,  xi  and  xii  of  answers  to  circular  letter 
of  December  23,  191 2  (reply  of  railroad  and  coal  company  to  questions  18  and  50 
respectively). 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  Exhs.  95  and  99. 

3  Ibid.,  ii,  pp.  432,  435-436- 

*  Ibid.,  iii,  Exh.  130.     See  also  ii,  p.  252. 

5  /.  C.  C.  Investigation  of  Anthracite  Rates,  iv,  pp.  677-681,  and  xviii,  p.  1395. 
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stock  of  the  Lytle  Coal  Company/  which  in  19 10  was  operated  at 
a  loss  of  over  $100,000.^ 

The  Pennsylvania  Railroad  also  owns  a  majority  of  the  stock 
of  the  Northern  Central  Railway.^  The  president  and  one  of  the 
vice-presidents  of  the  Pennsylvania  are  the  president  and  vice- 
president  respectively  of  the  Northern  Central.  These  com- 
panies together  own  all  the  stock  ($300,000)  of  the  Mineral  Rail- 
road and  Mining  Company,  the  Pennsylvania  owning  one-third, 
acquired  in  November,  1875,  and  the  Northern  Central  two- 
thirds,  acquired  in  April,  1865."^  The  Mineral  Railroad  and 
Mining  Company  mines  coal  largely  from  land  leased  from  the 
Northern  Central  Railway.  The  lease  provides  for  a  royalty  of 
28  cents  per  ton,  but  of  recent  years  no  royalty  has  been  paid,  for 
the  reason  that  none  has  been  earned.  The  vice-president  of  the 
mining  company  does  not  know  what  the  accrued  royalties  would 
amount  to,  as  the  mining  company  keeps  no  record  of  it.  The 
Northern  Central  Railway  does  not  even  render  a  bill.  Every 
year,  according  to  the  testimony,  the  railway  officials  ask  the 
mining  company  officials  what  the  prospects  are  of  receiving  a 
royalty,  but  since  1906  the  answer  has  invariably  been  that  the 
mining  company  has  no  funds  with  which  to  make  the  payment. 
The  product  of  the  mining  company  is  sold  to  the  Susquehanna 
Coal  Company,  but  the  latter  makes  no  profit  on  the  transaction 
as  it  gives  the  mining  company  the  proceeds  of  the  sale,  minus 
actual  selling  costs.^ 

The  Pennsylvania  Railroad  also  owns  all  the  stock  ($25,000)  ^ 
of  the  Summit  Branch  Mining  Company.  The  railroad  acquired 
its  stock  in  this  company  in  December,  1901,  but  it  had  for 
several  years  previously  owned  the  stock  of  the  Summit  Branch 
Railroad   Company,    the   predecessor   of   the   Summit   Branch 

1  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  134.     See  also  ii, 

P-  253- 

2  Annual  Report  of  the  Pennsylvania  Railroad,  1910,  p.  37. 
^  Ihid.,  1913,  p.  21. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  252;  iii,  Exh.  131;  and 
Annual  Report  of  the  Pennsylvania  Railroad,  1913,  p.  15. 

^  /.  C.  C.  Investigation  of  Anthracite  Rates,  iv,  pp.  682,  686-688. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  252;  iii,  Exh.  132;  and 
Annual  Report  of  the  Pennsylvania  Railroad,  1913,  p.  14. 
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Mining  Company.^  The  Summit  Branch  Mining  Company  is 
also  operated  at  a  loss  every  year,  the  Susquehanna  Coal  Com- 
pany advancing  the  money  to  make  up  the  deficit.-  The  Summit 
Branch  Mining  Company  acquired  in  February,  1902,  $482,450, 
or  nearly  98  per  cent  of  the  $494,150  capital  stock  of  the  Lykens 
Valley  Coal  Company,^  a  concern  with  a  capitalization  nineteen 
times  as  great  as  that  of  the  purchasing  company. 

The  Pennsylvania  Railroad  is  thus  seen  to  be  interested  in  coal 
mining  through  the  ownership  of  the  entire  capital  stock  of  two 
companies  engaged  in  the  production  of  coal,  both  of  which  own  a 
large  majority  of  the  stock  of  other  companies,  and  also  through 
the  joint  ownership  with  the  Northern  Central  Railway  of  all  the 
stock  of  still  another  coal  company.  The  officers  of  these  three 
coal  companies  are  identical,  and  so  are  most  of  their  directors,'* 
and  until  1908,  at  least,  a  majority  of  the  directors  of  these  coal 
companies  were  also  directors  or  officers  of  the  Pennsylvania 
Railroad.^  The  relationship,  therefore,  of  the  Pennsylvania 
Railroad  to  its  coal  companies  is  practically  the  same  as  is  that 
of  the  other  railroads  to  their  coal  companies.*^ 

The  New  York,  Ontario  and  Western  Railway  conducts  mining 
operations  through  the  Scranton  Coal  Company,  and  the  Elk 
Hill  Coal  and  Iron  Company.  The  total  capital  stock  of  the 
former  ($200,000)  was  acquired  by  the  Ontario  in  1899.^  The 
president,  and  the  secretary-treasurer  of  the  Scranton  Coal  Com- 
pany are  (19 13)  the  vice-president  and  secretary- treasurer 
respectively  of  the  Ontario  Railroad,^  as  well  as  members  of  its 

^  Transcript  of  Record  in  Commodity  Clause  Cases,  pp.  11-12.     See  Biblio.  no. 

158. 

2  /.  C  C.  Investigation  of  Anthracite  Rates ^  iv,  p.  689. 

3  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  133.      See  also  ii,  p. 

253- 

*  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxxiii.  Answer  of  Pennsylvania  Rail- 
road to  letter  of  February  9,  1914- 

^  Transcript  of  Record  in  Commodity  Clause  Cases,  pp.  11-12.     See  Biblio.  no. 

158. 

«  See  in  this  connection  Appendix,  Letter  VII.  For  the  proposed  sale  by  the 
Pennsylvania  Railroad  of  its  coal  properties,  see  p.  210. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  116. 

*  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxxi.  Answer  of  New  York,  Ontario 
and  Western  Railway  to  letters  of  February  9  and  March  18,  1914. 
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board  of  directors.  In  pursuance  of  an  agreement  of  February 
I,  1899,  the  Ontario  lent  the  Scranton  Coal  Company  $3,975,000 
to  enable  it  to  purchase  the  Lackawanna  Iron  and  Steel  Company, 
possessing  one  of  the  largest  and  most  valuable  tracts  of  anthra- 
cite coal  in  the  vicinity  of  Scranton.  As  security  for  the  loan  a 
mortgage  was  placed  upon  all  the  real  estate  acquired  by  the  coal 
company,  and  the  bonds  were  given  to  the  railway.  The  Scran- 
ton Coal  Company  has  been  unable  since  1907  to  pay  the  interest 
on  its  second  mortgage  bonds,  having  been  operated  at  a  loss 
practically  every  year.^  In  return  for  this  loan  the  Scranton 
Coal  Company  agreed  to  deliver  to  the  railway  all  the  coal  mined 
from  these  properties,  and  to  pay  for  the  transportation  thereof  a 
certain  percentage  of  the  average  price  realized  upon  the  sale  of 
the  coal.2  The  Scranton  Coal  Company,  in  turn,  acquired  in 
November,  1905,  the  entire  capital  stock  ($27,000)  of  the  Black 
Diamond  Coal  Company.^ 

The  entire  capital  stock  ($60,000)  of  the  Elk  Hill  Coal  and  Iron 
Company  was  acquired  by  the  Ontario  in  1898.  The  directors 
and  important  officers  of  this  coal  company  are  the  same  as  those 
of  the  Scranton  Coal  Company.''  The  Ontario  Railroad  has 
made  large  loans  to  the  Elk  Hill  Coal  and  Iron  Company.  By 
an  agreement  of  November  30,1900,  the  Ontario  lent  it  $5,000,000 
to  enable  it  to  purchase  and  develop  additional  coal  properties, 
and  to  pay  portions  of  the  debt  incurred  in  previous  purchases  of 
coal  lands.  As  in  the  agreement  of  the  Scranton  Coal  Company, 
the  property  purchased  was  mortgaged  to  secure  the  debt,  and  the 
coal  company  agreed  to  dehver  to  the  Ontario  Railroad  the  total 
product  of  the  mines  acquired.^  Similarly  the  Elk  Hill  Coal  and 
Iron  Company  for  several  years  past  has  suffered  a  deficit,  and 
since  1906  has  paid  no  interest  on  its  second  mortgage  bonds  held 
by  the  railway.^     The  Elk  Hill  Coal  and  Iron  Company  entered 

^  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxv,  Morgan  Exhs.,  nos.  32  and  34. 

2  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  Exh.  38. 

3  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  117. 

^  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxxi.  Answer  of  New  York,  Ontario 
and  Western  Railway  to  letters  of  February  9  and  March  18,  1914. 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  Exh.  37. 

^  /.  C  C.  Investigation  of  Anthracite  Rates,  xxv,  Morgan  Exhs.,  no.  32,  and  xviii, 
p.  1097- 
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into  an  agreement  with  the  Scranton  Coal  Company,  under  which 
the  latter  markets  the  total  output  of  the  Elk  Hill  Coal  and  Iron 
Company.  1  These  advances  to  its  coal  companies  were  made  by 
the  Ontario  Railroad  to  secure  tonnage,  and  its  chief  traffic  is  the 
output  of  these  subsidiary  coal  companies. 

In  marked  contrast  to  most  of  the  anthracite  carriers,  the  Del- 
aware, Lackawanna  and  Western  Railroad  owns  its  coal  lands 
directly,  and  mines  its  own  coal.  With  the  exception  of  a  part 
interest  in  the  Temple  Iron  Company,  it  has  no  subsidiar^^  coal 
mining  companies.  It  does  own  the  capital  stock  of  two  coal 
companies,  the  Lackawanna  Valley  Coal  Company  and  the  Glen 
Alden  Coal  Company,  but  neither  of  them  produces  any  coal, 
and  only  one  of  them,  the  Glen  Alden  Coal  Company,  owns  any 
coal  lands,  its  holdings  amounting  to  less  than  two  acres.^  The 
Lackawanna  Railroad  in  the  past  has  absorbed  a  number  of  coal 
companies,  but  these  have  always  been  merged  with  it,  so  that  it 
now  conducts  mining  operations  directly  through  its  own  coal 
department.^  The  railroad  has  been  very  profitable.  Dividends 
have  been  paid  regularly  since  1880,  and  have  averaged  over  28 
per  cent  per  annum  for  the  past  ten  years. ^  There  was  also  a 
stock  dixidend  of  15  per  cent  in  1909,  and  stockholders  were  given 
the  privilege  in  191 2  of  subscribing  at  par  for  stock  equal  to  40 
per  cent  of  their  holdings,  the  market  price  of  the  stock  at  the  time 
being  $583.'  Inasmuch  as  some  40  per  cent  of  the  earnings  of 
the  railroad  comes  from  the  transportation  of  anthracite  coal,  it  is 
evident  that  the  business  of  mining  and  transporting  coal,  judging 
by  the  combined  results  of  the  two  operations,  is  profitable,  and 
that  the  failure  of  many  coal  companies  to  show  a  profit  is  due  to 
the  high  freight  rates  charged  by  the  railroad,  which  is  thus 
credited  with  profits  jointly  earned  by  the  railroad  and  its  coal 
company.^ 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  114. 
2  Transcript  of  Record  in  Sfterman  Anti-Trust  Case,  ii,  p.  580;  and  Transcript  of 
Record  in  Commodity  Clause  Cases,  p.  12  (see  Biblio.  no.  157). 

'  For  an  account  of  the  recent  organization  of  a  coal  selling  company,  see  p.  203. 
*  Annual  Reports  of  the  Lackawanna  Railroad;  and  Poor's  3/anw^,  1913,  p.  1394- 

5  Chron.,  95:  1745  (191 2). 

6  In  the  case  of  the  coal  companies  of  the  Reading,  the  Central  of  New  Jersey, 
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The  Delaware  and  Hudson  Company,  like  the  Lackawanna, 
mines  coal  from  its  own  lands.  It  keeps  an  account  in  its  books 
with  the  coal  department,  but  this  is,  in  the  main,  a  mere  book- 
keeping charge,  as  much  the  greater  part  of  the  coal  shipped  over 
the  railroad  is  the  product  of  its  own  mines. ^  The  Delaware  and 
Hudson,  however,  owns  the  stock  of  several  companies  owning 
coal  lands  and  engaged  in  the  production  of  coal.  It  holds  the 
entire  capital  stock  ($1,500,000)  of  the  Northern  Coal  and  Iron 
Company,  acquired  in  December,  1869.  It  acquired  in  March, 
1901,  all  the  stock  ($100,000)  of  the  Hudson  Coal  Company, 
which  in  1905  purchased  the  stock  of  the  Schuylkill  Coal  and  Iron 
Company  ($1000)  and  of  the  Shanferoke  Coal  Company  ($5000)  .^ 
On  account  of  the  decision  of  the  Supreme  Court  in  the  Commo- 
dity Clause  case,  the  Delaware  and  Hudson  arranged  in  1909  to 
sell  at  the  pit  mouth  its  whole  present  and  future  output  to  the 
Hudson  Coal  Company.^  The  Delaware  and  Hudson  Company 
now  conducts  all  the  underground  operations,  even  working  the 
coal  lands  belonging  to  the  Hudson  Coal  Company;  and  the 
Hudson  Coal  Company  conducts  all  the  operations  above  ground, 
preparing  the  coal  and  disposing  of  it  in  the  market."^  Because 
of  the  increasing  importance  of  the  Hudson  Coal  Company,  its 
stock  has  recently  been  increased  to  $3,500,000.  The  officers  and 
directors  of  the  Hudson  Coal  Company,  as  well  as  of  the  other 
companies,  are  mainly  drawn  from  those  of  the  Delaware  and 
Hudson  Company.^  The  Delaware  and  Hudson  has  been  well 
managed,  and  has  been  prosperous.  Dividends  have  been  regu- 
larly paid  since  1840.  During  this  time  six  stock  dividends 
aggregating  87  per  cent  have  been  distributed,  and  yet  the  rate 
of  cash  dividend  has  averaged  nearly  7.5  per  cent.^     And  since 

and  the  Lehigh  Valley,  the  interest  charges  on  their  enorrnous  holdings  of  undevel- 
oped coal  lands  explain,  in  part,  the  frequently  recurring  deficits. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exh.  169. 

2  Ibid.,  iii,  Exh.  123.      ^  Seep.  204. 

^  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxxvi.  Answer  of  Delaware  and  Hud- 
son Company  to  letter  of  February  9,  19 14. 

5  Ibid. 

*  Annual  Reports  of  the  Delaware  and  Hudson  Company;  and  Poor's  Manual,  1913, 
p.  1376. 
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1907  the  rate  of  dividend  has  regularly  been  9  per  cent.  This 
di\adend  record^  confirms  the  conclusion  reached  in  the  case  of  the 
Lackawanna  Railroad,  that  coal  mining  operations  are  profitable, 
but  that  the  practical  identity  of  railroad  and  coal  company 
explains  in  many  cases  why  the  mining  end  of  the  business  fails 
to  register  a  profit. 

Summarizing  briefly,  the  railroads  may  be  said  to  be  engaged 
in  coal  mining,  or  at  least  interested  in  the  mining  of  coal,  in  three 
different  ways.  The  typical  method  is  the  ownership  of  all  or  a 
large  part  of  the  stock  of  one  or  more  coal  mining  companies,  — 
the  method  of  the  Central  of  New  Jersey,  the  Lehigh  Valley,  the 
Erie,  the  Pennsylvania,  the  Ontario,  and  to  some  extent  the 
Delaware  and  Hudson.  The  method  of  the  Reading  is  somewhat 
different.  The  railroad  does  not  own  any  of  the  stock  of  the  coal 
company,  but  both  the  railroad  and  the  coal  company  are  owned 
by  a  holding  company.  In  this  way  the  same  results  are  attained, 
without  so  obvious  a  connection  between  the  business  of  trans- 
portation and  mining.  The  Lackawanna,  and  to  some  extent  the 
Delaware  and  Hudson,  illustrate  the  third  method,  the  direct 
conduct  of  mining  operations  by  the  railroad.  Though  our  con- 
clusions, therefore,  require  quahfication,  because  of  the  different 
methods  of  control,  it  may  be  said  in  general  that  the  railroads 
are  either  directly  engaged  in  the  mining  of  coal,  or  indirectly 
engaged  through  the  ownership  of  stock  in  coal  companies,  which 
are  for  practical  purposes  part  and  parcel  of  the  raihoad.  This 
conclusion  seems  justified,  when  there  is  borne  in  mind  the  owner- 
ship by  the  railroads  of  the  stock  of  the  coal  companies,  the 
officers  and  directors  in  common,  the  advances  of  the  railroads  to 
make  up  the  deficits  of  the  coal  companies  (largely  the  result  of 
high  freight  rates),  the  advances  to  secure  the  tonnage  of  the 
coal  company  for  the  railroad,  the  willingness  of  the  raihoads  to 
forego  interest  upon  their  loans,  the  joint  publication  of  the 
annual  reports,  and,  in  the  case  of  the  railroads  purchasing  the 
Temple  Iron  Company,  the  fact  that  the  railroads  guaranteed 

^  Forty-seven  per  cent  of  the  earnings  of  the  Delaware  and  Hudson  Company 
is  derived  from  the  transportation  of  coal,  mainly  anthracite. 
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the  dividends  of  this  company,  but  that  the  contracts  for  the 
purchase  of  the  coal  were  made  by  the  coal  companies.  This 
oneness  of  railroad  and  mining  company  ownership  explains  in 
turn  why  the  railroad  coal  companies  have  been  willing  to  con- 
tinue to  do  business,  notwithstanding  in  many  cases  a  more  or 
less  regular  annual  deficit. 


CHAPTER  VI 

THE  TR.\XSPORTATION  OF  COAL 

The  railroad  coal  companies,  including  the  coal  departments 
of  the  railroads  mining  coal  directly,  control  over  90  per  cent  of 
the  total  output  of  anthracite  coal.  These  companies,  in  turn, 
are  controlled  by  the  eight  important  anthracite  carriers.  It  is 
proposed  in  the  present  chapter  to  consider  the  reasonableness  of 
the  freight  rates  charged  by  the  anthracite  carriers  for  the  trans- 
portation of  coal  to  market,  and  the  extent  to  which  these  carriers 
are  in  a  pool  or  combination  to  fix  or  maintain  anthracite  rates 
and  to  apportion  the  anthracite  trafl&c. 

The  independent  operators  have  long  contended  that  the  rates 
charged  for  the  transportation  of  anthracite  coal  are  unreasonable. 
The  firm  of  Coxe  Brothers  and  Company  in  October,  1888,  had 
instituted  suit  before  the  Interstate  Commerce  Commission, 
charging  that  the  freight  rates  of  the  Lehigh  Valley  Railroad  on 
anthracite  coal  were  unreasonable.  The  Lehigh  Valley  Railroad 
was  then  charging  —  for  the  prepared  sizes  —  Si. 80  for  the  haul 
from  the  Lehigh  region  to  Perth  Amboy,  New  Jersey  (its  NewYork 
terminal).  Several  other  anthracite  carriers  were  charging  the 
same  rate,  irrespective  of  the  distance  from  the  mines  to  tide- water. 
Shortly  after  the  complaint  the  Lehigh  Valley  reduced  its  rate  to 
$1.70.^  The  Interstate  Commerce  Commission  in  its  decision  held 
that  the  evidence  showed  that  the  Lehigh  Valley  Coal  Company 
had  suffered  a  loss  on  many  purchases  of  coal,  and  that  this  loss 
had  been  borne  by  the  Lehigh  Valley  Railroad.  The  railroad, 
therefore,  in  fact,  realized  less  than  the  estabhshed  freight  rates, 
which  justified  the  conclusion  that  the  freight  rates  to  others  were 
to  some  extent  excessive.^  The  Commission  decided  that  a 
reasonable  rate  was  $1.50  a  ton,  or  20  cents  less  than  was  then 
charged  by  the  railroad,  and  30  cents  less  than  had  been  charged 
prior  to  the  fiUng  of  the  complaint.     The  Commission  intimated 

1  /.  C.  C.  Reports,  iv,  pp.  546-548.  '  Ibid.,  pp.  572,  574- 

«3» 


THE  TRANSPORTATION  OF  COAL  1 33 

that  $1.50  might  prove  to  be  too  high,  in  which  case  it  would  not 
hesitate  to  order  further  reductions.^  This  decision  was  not 
rendered  until  March,  1891.  Meanwhile  the  case  had  dragged 
on  so  long  that  Coxe  Brothers  and  Company  constructed  the 
Delaware,  Susquehanna  and  Schuylkill  Railroad  to  connect  its 
mines  with  other  anthracite  carriers. 

The  rates  charged  at  present  for  the  transportation  of  anthra- 
cite are  not  as  high  as  they  were  at  the  time  of  the  Coxe  Brothers' 
complaint.  All  of  the  eight  more  important  anthracite  roads, 
with  the  exception  of  the  Delaware  and  Hudson,^  reach  tide-water 
at  New  York  Harbor.  Because  of  the  importance  of  this  harbor 
as  a  distributing  center,  the  rates  to  the  various  harbor  points 
may  be  taken  as  typical.^  The  coal  terminals  of  the  Lackawanna, 
the  Erie,  the  New  York,  Susquehanna  and  Western,  and  the  New 
York,  Ontario  and  Western  are  located  at  Hoboken,  Weehawken, 
Edgewater,  and  Weehawken  respectively,  called  the  upper  ports, 
and  the  terminals  of  the  Central  of  New  Jersey,  the  Philadelphia 
and  Reading,  the  Lehigh  Valley,  and  the  Pennsylvania  are  located 
at  Elizabethport  (also  Port  Johnston),^  Port  Reading,  Perth 
Amboy,  and  South  Amboy  respectively,  called  the  lower  ports. 
As  will  appear  from  an  examination  of  the  table  on  page  134,  the 
typical  rate  on  the  prepared  sizes  from  the  mines  to  these  New 
York  Harbor  points,  f.  o.  b.  vessel,  is  $1.60  per  gross  ton  to  the 
upper  ports  ($1.58  on  the  Lackawanna),  and  $1.55  to  the  lower 
ports.  As  this  difference  of  about  5  cents  a  ton  is  made  to 
equalize  the  cost  of  towing  the  coal  to  the  wharves  in  New  York 
City,^  the  rate  to  this  point  is  practically  the  same  by  each 
railroad,  irrespective  of  the  length  of  the  haul.®     The  group 

^  /.  C.  C.  Reports,  iv,  p.  585. 

2  The  Delaware  and  Hudson  issues  no  interstate  rates  upon  anthracite  coal. 

^  See  p.  175. 

*  The  Central  of  New  Jersey  has  terminals  also  at  Port  Liberty  and  Communi- 
paw  in  the  upper  harbor. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  122. 

^  The  average  distance  from  the  mines  to  tide- water  ranges  all  the  way  from  1 23 
miles  by  the  Central  of  New  Jersey  to  Elizabethport  to  209  miles  by  the  Ontario  to 
Weehawken.  Naturally  the  differences  in  the  length  of  the  haul  from  individual 
mines  are  even  greater.  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxviii,  Respon- 
dent's Exhs.,  no.  3. 
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Rates  per  Long  Ton  on  ANTHiLA.crrE  in  Effect,  February  3,  1914,  from: 

ALL  3JINES   ON  THE   R.\ILRO.ADS  NAMED  TO   PORTS   ON   XeW  YORK  HaRBOR  ^ 


Port 


Route 


Prepared 
Sizes 


Pea 


Buck- 
wheat 
No.  I 


f .o.b.  Weehawken 

f .o.b.  Weehawken 

f.o.b.  Weehawken 

f .o.b.  Underclift  (Edgewater) 

f.o.b.  Undercliff  (Edgewater) 

f.o.b.  Hoboken 

(X.Y.  Lighterage  Sta.)  except  on  coal  men- 
tioned below  which  takes  the  $1.33,  $1.24, 
$1.09  rates. 

f.o.b.  Hoboken 

(X.Y.  Lighterage  Sta.)  on  coal  from  collier- 
ies and  Wcisheries  on  the  Bloomsburg 
Branch  at  Scranton,  So.  Scranton,  and 
Taylor,  Pa.,  and  on  the  main  line,  east  of 
the  Junction  of  the  Bloomsburg  Branch. 

f.o.b.  Communipaw 


f.o.b.  Port  Liberty 

f.o.b.  Port  Johnston  and  Elizabethport . 


f.o.b.  Port  Reading 

f.o.b.  Perth  .\mboy 

On  coal  originating  in  Lehigh  and  Schuyl- 
kill regions, 
f.o.b.  Perth  .\mboy 

On  coal  originating  in  Wyoming  region, 
f.o.b.  South  Amboy 


Erie 

X.  Y.  S.  &  W. 

Ontario 

Erie 

N.  Y.  S.  &  W. 

Lackawanna 


Lackawanna 


Central  of  Xew 

Jersey 
Central  of  Xew 

Jersey 
Central  of  Xew 

Jersey 
Reading 
Lehigh  Valley 


Lehigh  Valley 
Pennsylvania 


$1.60 
1.60 
1.60 
1.60 
1.60 
1.58 


1-33 


1.60 
1.60 

1-55 

1-55 
1-55 

1.40 
1.40 


$1-45 
1-45 
1-45 
1-45 
1-45 
1-43 


1.24 


1-45 
I-4S 

1.40 
1.40 
1.40 

130 

I-2S 


$1.30 
130 

I-30 
130 
1-30 
1.28 


I.OQ 


I-2S 
1. 25 

1.20 

I-2S 
1.20 

lis 

LIS 


system  of  rates  applies,  therefore,  on  the  coal  traffic  from  the 
anthracite  region. 

A  few  exceptions  to  the  t}'pical  rate  of  Si. 5 5  to  Si. 60  may  be 
noted.  The  rate  from  the  mines  to  South  Amboy  (New  York 
Harbor)  via  the  Pennsylvania  Railroad  is  Si. 40  per  gross  ton  on 
the  prepared  sizes.  The  principle  upon  which  this  rate  was  made 
was  the  same  as  in  the  case  of  the  other  anthracite  carriers, 
namely,  that  the  rate  should  represent  a  certain  percentage  of  the 
selling  price  of  coal.  The  Pennsylvania  Railroad  established  its 
anthracite  rates  to  tide- water  in  1900,  being  the  hrst  of  the  car- 
riers to  pubhsh  rates  to  tide-water  that  were  adhered  to.  Sub- 
sequent to  the  pubUcation  of  this  rate  there  came  a  strike  in  the 


*  /.  C.  C  Investigation  of  Anthracite  Rates,  xxviii,  Respondent's  Exhs.,  no.  2. 
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anthracite  coal  fields,  which  was  followed  by  a  rise  in  the  price  of 
coal.  Each  of  the  other  anthracite  carriers  soon  published  rates 
to  tide-water,  which,  like  the  Pennsylvania  rate,  represented  a 
certain  percentage  of  the  selling  price  of  coal,  but  the  price  having 
risen  in  the  meantime,  the  rates  put  in  force  by  the  other  roads 
were  about  15  cents  higher  than  the  rate  of  the  Pennsylvania. 
Subsequently  the  traffic  officials  of  the  Pennsylvania  attempted 
to  increase  their  rate  to  the  level  of  that  of  the  other  Hnes,  but  the 
counsel  for  the  railroad  objected  to  the  increase  because  of  litiga- 
tion then  pending  against  the  anthracite  carriers,  with  the  result 
that  the  rate  has  remained  at  its  present  figure.^  There  is  in 
effect,  also,  a  rate  of  $1.40  per  gross  ton  on  the  prepared  sizes 
from  the  Wyoming  region  to  tide-water  via  the  Lehigh  Valley 
Railroad,  and  a  rate  of  $1.33  from  certain  points  on  the  Lacka- 
wanna Railroad.  But  these  lower  rates,  as  will  be  shown  later,^ 
resulted  from  an  order  of  the  Interstate  Commerce  Commission; 
and  in  no  sense  can  they  be  regarded  as  typical,  as  only  about 
one  per  cent  of  the  total  shipments  in  191 2  moved  under  these 
rates.^ 

The  typical  rate  on  the  prepared  sizes,  therefore,  is  $1.55  to 
$1.60  per  gross  ton,  and  on  pea  coal  it  is  $1.40  to  $1.45,  and  on 
buckwheat  No.  i,  $1.20  to  $1.30.  The  reasonableness  of  these 
rates  might  best  be  determined  by  a  scientific  calculation  of  the 
cost  of  transporting  coal  from  the  anthracite  regions  to  New 
York  Harbor.  Fortunately  such  a  computation  has  just  been 
made  by  officials  of  the  Interstate  Commerce  Commission.  This 
body  is  now  conducting,  on  its  own  motion,  a  most  exhaustive 
inquiry  into  the  rates  and  practices  governing  the  transportation 
of  anthracite  coal,  with  a  view  to  an  order  establishing  reasonable 
anthracite  rates.  As  a  preliminary  to  this  order  the  actual  cost 
to  the  Central  Railroad  of  New  Jersey  of  transporting  a  ton  of 
anthracite  coal  from  the  Wyoming  and  Lehigh  regions  to  tide- 
water at  Elizabethport  and  Port  Johnston  was  determined  for 
the  month  of  November,  191 2.      It  was  found  that  the  total 

^  I.  C.  C.  Investigation  of  Anthracite  Rates,  iv,  pp.  754-755,  and  xxxviii,  pp.  3895- 
3902. 

2  See  pp.  142-144. 

3  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxviii,  Respondent's  Exhs.,  no.  5. 
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operating  cost  (including  the  cost  of  returning  the  empty  cars  to 
the  mines)  was  59.26734  cents  per  ton  from  the  Wyoming  region 
to  tide-water;  44.35119  cents  from  the  Lehigh  region;  and 
49.03914  cents  from  the  Upper  Lehigh  region.^  For  coal  trans- 
ported at  such  cost  the  Central  of  New  Jersey  charges  freight 
rates  var>ing  as  the  size  of  the  coal.  On  the  prepared  sizes  the 
rate  to  Ehzabethport  and  Port  Johnston  is  $1.55;  on  pea  coal, 
$1.40;  on  buckwheat  No.  i,  $1.20,  and  on  buckwheat  No.  2,  $1.10. 
In  order  properly  to  compare  rates  and  costs,  the  average  freight 
rate  for  all  sizes  should  be  determined.  If  we  give  to  the  freight 
rate  on  each  of  these  groups  the  weight  to  which  each  is  entitled 
by  virtue  of  the  actual  shipments,^  we  arrive  at  an  average  freight 
rate  for  the  Central  of  New  Jersey  of  Si. 40  per  ton.  The  cost  of 
carrying  such  coal  to  tide-water  from  the  Wyoming  region  is  less 
than  60  cents;  from  the  Upper  Lehigh  region,  less  than  50  cents; 
and  from  the  Lehigh  region,  less  than  45  cents.  On  shipments 
from  this  last  region,  therefore,  the  freight  rate  exceeds  by  more 
than  three  times  the  actual  operating  cost.  This  cost,  it  should 
be  clearly  borne  in  mind,  is  merely  operating  cost.  It  does  not 
include  any  return  on  the  investment.      Just  how  much  per 

^  /.  C.  C.  In'cestigatio7i  of  Anthracite  Rates,  xxv,  ^Morgan  Exhs.,  no.  41. 

2  The  Central  of  Xew  Jersey  was  asked  by  the  Interstate  Commerce  Commission 

to  report  the  nimiber  of  tons  of  the  prepared  sizes  of  coal,  of  pea  coal,  and  of  sizes 

smaller  than  pea,  which  were  shipped  over  its  line  in  November,  191 2.     By  the  aid 

of  these  figures  the  average  freight  rate  has  been  determined.      The  table  below 

shows  the  method  of  calculation: 

Weighted  Weighted 

Figures  Using  Figures  Using 
$1.20  Rate        $1.10  Rate 
Percent  of     Freight      for  Smaller       for  Smaller 
Shipments  Shipments       Rate  than  Pea  than  Pea 

Prepared  sizes 490.349         59-76     X    $155     =    $92,628  $92,628 

Pea 83,937         10.23     X      1.40     =       14322  14322 

Smaller  than  pea 246,263         3001     X  =      36.012  33011 

'  1. 10 

100.00  100)  $142,962    100)  $139,961 

Average  freight  rate $1.4296  $1-3996 

Approximately  one-half  of  the  sizes  smaller  than  pea  moved  at  a  rate  of  $1.20,  the 
balance  at  about  $1.10.  The  average  freight  rate  becomes  $1.43  or  $1.40  accord- 
ing to  which  of  these  rates  is  used,  but  in  the  text  use  has  been  made  of  the  lower 
figure  to  guard  against  exaggerating  the  average  freight  rate. 

/.  C.  C.  Investigation  of  Anthracite  Rates,  i  of  answers  to  circular  letter  of  Decem- 
ber 23,  191 2  (reply  of  Central  of  New  Jersey  to  question  34). 
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ton  should  be  added  to  the  above  figures  as  allowance  for  this 
factor  remains  to  be  determined  by  the  Commission  and  the 
courts. 

More  recently  the  cost  of  transporting  anthracite  from  the  coal 
regions  to  Philadelphia  has  been  determined,  and  this  will  serve 
to  throw  additional  light  upon  the  reasonableness  of  the  anthra- 
cite rates  in  general.  Of  all  the  anthracite  carriers,  only  two,  the 
Philadelphia  and  Reading  and  the  Pennsylvania  Railroad,  serve 
the  City  of  Philadelphia.  By  a  connection  with  other  lines  the 
Reading  and  the  Pennsylvania  reach  the  Lehigh  district,  and  the 
Pennsylvania  the  Wyoming  district  also,  but  inasmuch  as  both  of 
them  have  a  direct  hne  of  their  own  from  the  Schuylkill  district  to 
Philadelphia,  the  rate  from  the  Schuylkill  region  to  Philadelphia, 
may  be  regarded  as  typical.  This  rate,  for  local  delivery,  is 
$1.70  per  gross  ton  for  the  prepared  sizes,  $1.40  for  pea,  and 
$1.25  for  the  sizes  smaller  than  pea.^  In  191 2  a  complaint  was 
made  to  the  Pennsylvania  State  Railroad  Commission  that  these 
rates  were  too  high,  and  the  Commission  was  asked  to  order  that 
the  maximum  rate  for  any  size  should  not  exceed  85  cents  per 
ton.2  In  order  that  it  might  have  a  definite  basis  for  its  decision, 
the  Commission  in  May,  1913,  instructed  the  well-known  account- 
ing firm  of  Price,  Waterhouse  and  Company  to  ascertain  the  cost 
to  the  Philadelphia  and  Reading  Railway  and  the  Pennsylvania 
Railroad  of  transporting  coal  from  the  respective  mining  dis- 
tricts to  Philadelphia.^ 

This  firm  made  its  report  in  January,  19 14.  It  found  by 
employing  approved  accounting  methods  for  allocating  joint 
costs  that  during  the  twelve  months  ending  May  31,  1913,  it 
cost  the  Reading  Railway  44.698  cents  per  ton  to  transport 
anthracite  from  the  Schuylkill  field  to  Philadelphia,  and  that  it 
cost  the  Pennsylvania  Railroad  61.043  cents  by  one  route  and 
54.378  cents  by  another  route.^  These  costs,  like  those  of  the 
Central  of  New  Jersey,  are  operating  costs,  and  make  no  allowance 

^  Files  of  the  Pennsylvania  State  Railroad  Commission,  \,  pp.  13-14.  See  Biblio. 
no.  96. 

2  Ihid.,  i,  p.  16;  iv,  p.  1171. 

^  Report  of  Price,  Waterhouse  and  Company,  p.  i. 

^  Ibid.,  p.  9. 
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for  a  return  on  the  investment.^  But  they  show  that  for  the 
carriers  generally  there  is  httle  relation  between  the  rates  charged 
and  the  cost  of  doing  the  business.  For  the  Philadelphia  and 
Reading  Railway,  the  leading  anthracite  carrier,  the  average 
freight  rate  to  Philadelphia,  calculated  in  the  same  manner  as  for 
the  Central  of  New  Jersey,  is  81.55.^  The  operating  cost  of 
carr}ing  anthracite  coal  from  the  Schuylkill  region  to  Philadelphia 
is  less  than  45  cents.  In  other  words,  the  freight  rate  exceeds  by 
more  than  three  times  the  operating  cost  of  transportation.  An 
order  estabhshing  a  new  basis  of  rates  to  Philadelphia  is  at 
present  under  consideration  by  the  PubHc  Service  Commission 
of  Pennsylvania,  a  new  board  succeeding  the  former  Pennsyl- 
vania State  Railroad  Commission,  before  which  the  complaint 
against  the  anthracite  rates  had  originally  been  lodged. 

Further  Hght  upon  the  reasonableness  or  unreasonableness 
of  these  rates  may  be  thrown  by  a  consideration  of  the  earnings 
received  for  the  transportation  of  anthracite,  as  compared  \\ith 
those  received  for  the  transportation  of  other  freight,  and  by  an 
analysis  of  the  profits  earned  by  the  anthracite  carriers.  For 
this  purpose  the  operations  of  the  Lehigh  Valley  Railroad  will  be 
examined,  as  its  freight  rate  (one  of  the  lowest  charged)  has  long 
been  a  bone  of  contention,  and  as  a  large  part  of  its  total  traffic 
consists  of  anthracite  coal.  In  the  fiscal  year  191 3  the  Lehigh 
Valley  carried  14,732,949  gross  tons  of  anthracite.  Its  gross 
earnings  from  the  transportation  of  this  coal  were  $18,556,161, 
which  was  over  50  per  cent  of  its  gross  freight  receipts,  and  43 
per  cent  of  its  total  operating  revenue.  Its  gross  earnings  per 
net  ton  per  mile  from  the  carriage  of  anthracite  coal  were  7.1 1 
mills,  and  from  all  other  freight  5.67  mills,  or  25  per  cent  greater 

^  Report  of  Price,  Waterfwuse  and  Company,  p.  2. 

2  /.  C.  C.  Investigation  of  Anthracite  Rates,  iii  of  answers  to  circular  letter  of 
December  2^,  191 2  (reply  of  Reading  Railway  to  question  34). 

Percent  of     Freight      Weighted 
Shipments   Shipments       Rate         Figures 

Prepared  sizes 746.772         62.24     X    $1.70  =  $105,808 

Pea 183.597  15.30     X      1.40   =       21.420 

Smaller  than  pea 269,449  22.46     X      1.25    =       28.075 

100.00                   100)  $155  303 
Average  freight  rate $i.SS 
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for  anthracite.-  Were  we  to  assume  that  the  ratio  of  operating 
expenses  to  gross  earnings  was  the  same  on  anthracite  as  on  all 
its  traffic  (67.62  per  cent),  the  operating  expenses  chargeable 
against  the  transportation  of  anthracite  would  be  $12,547,676, 
and  the  net  earnings  $6,008,485,  or  nearly  41  cents  for  each  ton  of 
anthracite  hauled.  But  as  it  costs  less  per  ton  to  move  anthra- 
cite coal  than  general  freight,  the  net  earnings  are  even  greater 
than  this  figure.  Considering  the  large  part  that  anthracite 
plays  in  the  total  receipts  of  the  Lehigh  Valley,  it  is  clear  that  the 
rate  charged  for  hard  coal  is  highly  remunerative.  The  profits 
of  the  Lehigh  Valley,  in  recent  years,  have  been  great.  No 
dividends  at  all  were  paid  from  1894  to  1903,  but  in  1904  the  road 
began  to  pay  10  per  cent  upon  its  preferred  stock,  a  rate  which  it 
has  since  maintained,  and  i  per  cent  upon  its  common  stock.  In 
1905  the  rate  on  the  common  stock  was  increased  to  4  per  cent, 
in  1907  to  6  per  cent,  and  in  191 1  to  10  per  cent,  a  rate  which  is 
still  paid,  though  in  191 2,  10  per  cent  extra  was  given,  making  a 
total  of  20  per  cent.  A  large  surplus,  also,  has  been  accumulated. 
The  road  had  no  surplus  in  1902.  By  1909  it  had  a  surplus  of 
19.2  million  dollars,  in  19 10  this  surplus  had  risen  to  27.2  million, 
and  by  191 1  to  over  30  million.  In  191 2,  largely  because  of  the 
payment  of  the  extra  dividend  of  10  per  cent,  the  surplus  declined 
to  23.4  million  dollars,  but  increased  in  19 13  to  25  million.^  The 
operations  of  the  Lehigh  Valley  since  1904  have  thus  been  highly 
profitable. 

That  the  Lehigh  Valley  Railroad  is  not  exceptional  in  its  pros- 
perity will  become  apparent  from  an  examination  of  the  table  on 
the  following  page,  showing  the  common  stock  dividends  paid 
by  the  anthracite  carriers  since  the  development  of  the  com- 
bination. 

The  actual  earnings  ^  of  the  anthracite  companies,  however, 
are  greater  than  the  dividends  declared.  In  the  second  table  on 
the  following  page  is  shown  the  percentage  earned  in  19 13  on  the 

^  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxv,  Morgan  Exhs.,  nos.  36  and  38. 

^  Annual  Reports  of  the  Lehigh  Valley  Railroad. 

'  The  anthracite  traffic,  constituting,  as  it  does,  such  a  large  part  of  the  total 
traffic,  must  have  contributed  in  large  measure  to  this  state  of  prosperity.  The  pro- 
portion of  the  total  freight  revenues  of  the  important  anthracite  railroads  which 


140 


THE  ANTHRACITE  COAL  COMBINATION 


Common  Stock  Dividends  Paid  by  the  Anthracite  Carriers,  1898-1913  ^ 


Reading 

Company 

% 

Central 
of  New 
Jersey 

% 

Lehigh 

Valley 

% 

Lacka- 
wanna 
% 

Delaware 

and 
Hudson 

% 

Penn 
R.  R 

% 

1898 

4 

7 

5 

5 

1899 

4l 

7 

5 

5 

1900 

5 

7 

5 

6 

I90I 

5f 

7 

7 

6 

1902 

4c 

7 

7 

6 

1903 

12 

7 

7 

6 

1904 

8 

I 

17 

7 

6 

1905 

3h 

8 

4 

20 

7 

6 

1906 

4 

8 

4 

20 

7 

6^ 

1907 

4 

8 

6 

20 

9 

7 

1908 

4 

8 

6 

20 

9 

6 

1909 

4 

8 

6 

85^ 

9 

6 

I9I0 

6 

12 

6 

20 

9 

6 

I9II 

6 

12 

10 

55^ 

9 

6 

I9I2 

6 

12 

2d' 

20 

9 

6 

I9I3 

8 

12 

10 

20 

9 

6 

Erie 
% 


Lehigh 
Coal  and 

Ontario 

% 

Navigatioa 

Company 

% 

4 

4 

5i 

6 

5^ 

6 

7^ 

Ah 

8 

2 

8 

2 

8 

2 

81 

2 

9 

2 

8' 

2 

8 

. . 

8 

2 

8 

*  The  Central  of  New  Jersey  paid  regular  quarterly  di\'idends  of  2  per  cent  in  1902,  but  none 
are  shown  because  of  a  change  in  the  date  of  the  annual  report. 

1  Not  including  a  10  per  cent  stock  allotment  at  par. 

2  Including  a  15  per  cent  stock  dividend. 

'  Not  including  a  10  per  cent  stock  allotment  at  par,  and  a  15  per  cent  scrip  dividend. 

<  Including  35  per  cent  in  guaranteed  4  per  cent  stock  in  Lackawanna  Railroad  of  New  Jersey. 

*  Including  a  special  dividend  of  10  per  cent. 

common  stock  of  these  companies,  after  the  payment  of  all  ex- 
penses, including  fixed  charges,  and  preferred  dividends,  if  any: 


Reading  Company i7-57% 

Central  of  New  Jersey  .  26.73 

Lehigh  Valley 16.90 

Lackawanna 32.04 

Delaware  and  Hudson.  .  12.95 


Pennsylvania 8.86% 

Erie 3.67 

Ontario 2.08 

Lehigh  Coal  and  Naviga- 
tion Company 8.93 


The  sums  paid  out  in  di\^dends,  however,  especially  since  the 
organization  of  a  strong  combination,  and  since  the  advance  in  the 

Came  in  19 13  from  the  carriage  of  anthracite  coal  is  indicated  in  the  following 
table:  — 


Reading  Railway  (the  main 
source  of  the  Reading  Com- 
pany's income) 32.6% 

Central  of  New  Jersey 46.0 

Lehigh  Valley 50.5 

/.  C.  C  Investigation  of  Anthracite  Rates,  xxv,  Morgan  Exhs.,  no.  38. 
^  Poor's  Manual  of  Railroads. 


Lackawanna 4Q-8% 

Delaware  and  Hudson 49.0 

Pennsylvania 6.4 

Erie 32.0 

Ontario 63.6 
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price  of  coal  as  the  result  of  the  strike  of  1902,  sufficiently  attest 
the  large  profits  in  the  anthracite  business. 

That  the  anthracite  business  has  become  increasingly  profitable 
since  the  organization  of  the  combination  is  likewise  demon- 
strated by  the  foregoing  chart  which  shows  graphically  the  average 
of  the  highest  and  the  average  of  the  lowest  market  quota- 
tions of  the  common  stock  of  the  eight  important  anthracite 
roads. ^  In  1898,  the  year  when  the  beginnings  in  the  develop- 
ment of  the  combination  were  made,  the  average  of  the  highest 
prices  at  which  the  stocks  of  these  roads  sold  was  $76,  and  the 
average  of  the  lowest  was  $63.  From  1898  until  1909  there  was 
an  almost  steady  advance  in  the  prices  at  which  these  securities 
were  quoted.  In  1909  the  average  of  the  highest  quotations  was 
$231,  and  the  average  of  the  lowest  was  $167.  The  high  average 
in  1909  was  partly  in  sympathy  with  the  general  high  level  of 
stocks  in  that  year,  and  partly  in  anticipation  of  the  payment  of 
an  85  per  cent  dividend  by  the  Lackawanna  Railroad.  The 
declaration  of  stock  dividends  by  the  Lackawanna  and  the 
Lehigh  Coal  and  Navigation  Company  in  1909  explains  a  part  of 
the  decHne  in  1910  of  the  average  of  the  highest  market  quota- 
tions, and  Ukewise  the  drop  in  191 1  is  partly  explained  by  the 
privilege  given  in  19 10  to  stockholders  of  the  Lehigh  Valley  to 
subscribe  at  par  to  $20,000,000  of  new  stock  worth  $125  per  share 
at  its  lowest  quotation.  Notwithstanding  these  factors,  the 
average  of  the  lowest  quotations  increased  almost  steadily  even 
up  to  191 2.  In  1913  both  the  high  and  low  averages  suffered  a 
considerable  decline,  but  this  was  in  sympathy,  in  the  main,  with 
the  general  drop  in  security  values  which  has  taken  place  since 
October,  191 2.  On  the  whole,  therefore,  it  is  clear  that  the  forma- 
tion of  a  combination,  the  maintenance  of  the  freight  rates  at  their 
high  figure,  and  the  frequent  advances  in  the  price  of  coal,^  have 
made  the  anthracite  business  a  particularly  profitable  one. 

^  These  roads  are  the  Reading  Company  (the  stock  of  the  Reading  Railway, 
being  held  by  the  Reading  Company,  is  not  quoted  on  the  exchange),  the  Central  of 
New  Jersey,  the  Lehigh  Valley,  the  Lackawanna,  the  Delaware  and  Hudson,  the 
Pennsylvania,  the  Erie,  and  the  New  York,  Ontario  and  Western.  For  figures  on 
which  the  chart  is  based,  see  Appendix,  Table  VII. 

2  See  ch.  7. 
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The  reasonableness  or  the  unreasonableness  of  the  freight  rates 
charged  has  been  passed  upon  by  the  Interstate  Commerce  Com- 
mission. In  June,  191 1,  it  rendered  a  decision  in  ^Meeker  and 
Company  v.  Lehigh  Valley  Raihoad.  The  firm  of  Meeker  and 
Company  was  engaged  in  bu>ang  coal  in  the  Wyoming  region,  in 
shipping  it  over  the  Lehigh  Valley  Railroad,  and  selling  it  in  the 
New  York  market.  The  firm  claimed  that  the  rate  to  Perth 
Amboy  ($1.55)  was  unreasonable.  The  Lehigh  Valley  endeavored 
to  show  that  the  actual  cost  of  transporting  coal  from  the  Wyom- 
ing region  to  Perth  Amboy  was  $1.49/  and  that,  therefore,  a  rate 
which  left  such  a  small  margin  for  profit  was  not  unreasonable. 
The  exhibits  as  prepared  by  the  Lehigh  Valley  Railroad  showed 
that  its  average  receipts  per  gross  ton  of  anthracite  coal  trans- 
ported to  Perth  Amboy  in  the  ten  years  ending  June  30,  1908, 
were  $1.46.^  If  the  actual  cost  of  transportation  was  $1.49  per 
ton,  the  road  must  have  been  transporting  coal  at  a  loss,  during  the 
period  when  its  surplus  increased  from  nothing  (in  1902)  to  $19.2 
million  (in  1909).  The  estimate  prepared  by  the  railroad  was 
shown,  furthermore,  to  include  certain  items  which  were  excluded 
by  the  Commission.^  For  example,  an  allowance  of  10  cents 
a  ton  had  been  made  to  offset  the  deficits  of  di\idends  in  the 
years  when  none  were  paid  by  the  railroad.  The  Commission 
held  that  this  item  ought  to  be  eliminated  on  the  ground  that  the 
shareholders  of  the  Lehigh  Valley  had  already  received  a  fair 
return  on  their  investment,  if  the  money  received  in  di\'idends, 
the  increased  value  of  the  property,  and  the  large  unappropriated 
surplus  of  the  railroad  be  taken  into  consideration.^  The  cost  of 
transporting  anthracite  coal  from  the  Wyoming  region  to  Perth 
Amboy,  according  to  the  railroad,  after  deducting  the  10  cents 
which  was  not  properly  included,  was  $1.39,  and  this,  as  the 
report  of  the  Commission  clearly  showed,  much  exaggerated  the 
actual  cost.      But  the  Lehigh  Valley  actually  received  for  the 

^  /.  C.  C  Reports,  xxi,  p.  144. 

2  Ibid.,  p.  147. 

'  According  to  the  Commission,  there  were  many  circumstances  connected  with 
the  preparation  of  this  estimate,  which  seriously  impaired  its  value  as  evidence  on 
the  question  of  cost.     Ibid.,  p.  144. 

*  /.  C.  C.  Reports,  xxi,  pp.  155,  160-161. 


THE  TRANSPORTATION  OF  COAL  I43 

transportation  of  the  coal  $1.46  per  ton.  If,  however,  the  free 
gift  of  the  railroad  to  the  coal  company  of  the  interest  upon  the 
certificates  of  indebtedness  of  the  coal  company  held  by  the  rail- 
road be  taken  into  account,  a  deduction  of  5  cents  a  ton  should  be 
made  in  order  to  determine  the  amount  for  which  the  railroad  was 
wiUing  to  transport  the  coal.  Upon  this  showing  the  Commis- 
sion decided  that  the  rate  of  the  Lehigh  Valley  on  the  prepared 
sizes  was  unreasonable  in  so  far  as  it  exceeded  $1.40,  and  a  still 
lower  rate  was  set  for  the  smaller  sizes. ^  The  rate  set  by  the 
Commission  was  1 5  cents  a  ton  less  than  was  then  being  charged 
by  the  Lehigh  Valley,  the  Central  of  New  Jersey,  and  the  Phila- 
delphia and  Reading  upon  shipments  to  New  York  Harbor  points, 
18  cents  less  than  the  rate  of  the  Lackawanna,  and  20  cents  less 
than  that  of  the  Erie  and  the  Ontario.  In  accordance  with  this 
order  the  Lehigh  Valley  on  October  15,  191 1,  reduced  its  rates 
from  the  Wyoming  region  to  Perth  Amboy,  but  made  no  reduction 
in  its  rates  from  the  other  regions,  although  it  had  always,  prior 
to  that  time,  maintained  identical  rates  from  all  three  regions. ^ 
The  other  railroads  have  made  no  reductions  in  their  rates,  and 
continue  to  charge,  in  the  main,  the  same  rate  that  was  declared 
unreasonable  in  the  case  of  the  Lehigh  Valley.  It  would  appear, 
then,  that  a  lowering  of  the  freight  rate  upon  anthracite  coal  will 
be  ordered  in  the  near  future. 

Another  case  involving  the  reasonableness  of  the  freight  rates 
upon  anthracite  coal  was  decided  by  the  Interstate  Commerce 
Commission  in  June,  1912.^  The  Marion  Coal  Company, 
engaged  in  the  preparation  and  marketing  of  "  washery  "  coal,"* 
complained  that  the  freight  rates  of  the  Lackawanna  were  exces- 
sive. The  rate  from  Taylor,  Pennsylvania,  where  the  plant  of 
the  Marion  Coal  Company  was  located,  to  Hoboken,  New  Jersey, 
was  $1.58  for  the  prepared  sizes,  and  somewhat  less  for  the  smaller 

^  I.  C.  C.  Reports,  xxi,  pp.  162-163. 

2  Ibid.,  xxiv,  pp.  145-146. 

^  Ibid.,  pp.  140-149. 

*  "  Washery  "  coal  is  small  pieces  of  coal  which  were  once  discarded,  but  which 
are  now  being  reclaimed  from  the  culm  banks.  The  Marion  Coal  Company,  there- 
fore, was  especially  interested  in  the  rate  upon  the  smaller  sizes,  but  it  is  the  findings 
of  the  Commission  in  regard  to  the  larger  sizes  which  is  of  most  significance  for  our 
purposes. 
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sizes.  The  complainant  claimed  that  any  rate  in  excess  of  95 
cents  for  the  prepared  sizes  was  unreasonable.  In  rendering  its 
decision,  the  Commission  based  its  conclusions  largely  upon  its 
findings  in  the  ^Meeker  case.  A  maximum  rate  had  there  been 
established,  which  yielded  the  Lehigh  Valley  ton-mile  earnings 
of  8.48  mills  for  the  transportation  of  anthracite.  Upon  this 
basis,  the  rate  of  the  Lackawanna  from  Taylor  to  Hoboken  would 
be  approximately  $1.31.  The  commission  held,  however,  that 
an  allowance  should  be  made  for  the  fact  that  the  distance  from 
Taylor  to  Hoboken  was  shorter  than  the  distance  in  the  Meeker 
case.  This  would  justify  the  use  of  a  slightly  higher  ton-mile 
rate.  It,  therefore,  estabhshed  Si. 33  as  a  reasonable  rate  for  the 
prepared  sizes,  and  it  set  a  somewhat  lowxr  rate  for  the  smaller 
sizes. ^ 

The  decision  of  the  Interstate  Commerce  Commission  in  these 
two  recent  cases  indicates  that  reductions  will  be  made  in  the 
freight  rate  on  anthracite  coal.  The  setting  of  a  lower  rate  for 
the  shorter  distance,  though  not  a  rate  strictly  proportional  to 
the  distance,  may  possibly  indicate,  further,  that  the  practice  of 
making  the  same  rate  to  tide- water  from  each  region,  irrespective 
of  the  distance,  is  to  be  broken  up. 

However,  the  manner  in  which  the  anthracite  coal  business  is 
conducted  renders  the  freight  rate  of  less  importance  than  might 
at  first  appear.  Nearly  80  per  cent  of  the  total  production  in 
191 1  was  mined  by  the  railroad  coal  companies.  As  they  are  for 
practical  purposes  owned  by  the  carriers  the  freight  rate  is  to 
them  of  Httle  consequence.  A  high  freight  rate  means  that  the 
profits  of  the  railroad  come  from  the  transportation  rather  than 
from  the  mining  of  coal._.  A  low  freight  rate,  on  the  other  hand, 
means  that  the  profifs  are  derived  from  mining  rather  than  from 
transportation.  But,  as  in  either  case  the  profits  from  both 
sources  go  into  the  coffers  of  the  railroad,  it  is  immaterial  whether 
they  be  made  on  transportation  or  in  mining.  This  assumes  that 
the  price  of  coal,  being  fixed  by  a  combination  (as  will  be  shown  in 
the  following  chapter),  would  be  increased  at  the  mines  to  the 
extent  to  which  the  freight  rate  was  reduced,  thus  preventing  any 

^  /.  C.  C  Reports,  xxiv,  p.  148. 
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reduction  in  the  price  at  tide-water,  or  in  the  price  to  the  con- 
sumer. Should,  therefore,  the  Interstate  Commerce  Commis- 
sion reduce  still  further  the  freight  rate,  the  main  effect  would  be 
to  diminish  the  profit  in  transporting  coal  and  correspondingly  to 
increase  the  profit  in  mining.  Furthermore,  the  amount  of  the 
freight  rate  has  clearly  been  of  no  moment  for  that  portion  of  the 
output  of  the  individual  operators  which  until  191 2  was  bound 
to  the  railroad  coal  companies  under  perpetual  contracts,^  as  the 
operators  were  paid  a  certain  percentage  of  the  tide-water  price, 
and  changes  in  the  freight  rate  did  not  affect  the  amount  secured 
by  them.  The  freight  rate  has  been  of  importance  mainly  in 
respect  to  the  coal  sold  to  the  railroad  companies  under  short  term 
contracts,  and  the  coal  marketed  independently.  A  high  freight 
rate  reduces  the  profit  in  marketing  coal  independently,  and 
in  the  past  has  offered  a  strong  inducement  to  the  independent 
operator  to  sell  his  coal  under  contract  to  the  railroad  or  its  coal 
company  (and  this  is,  no  doubt,  the  raison  d'etre  of  the  high  freight 
rate) .  But  even  including  the  coal  formerly  sold  under  a  perpetual 
contract,  but  now  released  by  the  order  of  the  Supreme  Court 
declaring  these  contracts  illegal,  only  about  20  per  cent  of  the 
output  is  affected  by  the  freight  rate,  and  this  percentage  is 
certain  to  become  less  and  less,^  regardless  of  whether  the  freight 
rate  be  high  or  low.  The  freight  rate,  however,  will  become  of 
importance,  should  the  present  attempts  on  the  part  of  the  Gov- 
ernment to  divorce  the  business  of  transportation  and  mining 
meet  with  success.^  Inasmuch  as  very  few  of  the  railroad  coal 
companies  now  return  a  surplus  of  earnings  above  expenditures, 
even  with  the  present  high  price  of  coal,  were  these  coal  com- 
panies to  become  independent  of  the  railroads,  most  of  them, 
unless  they  could  advance  the  price  of  coal  still  higher,  would  be 
compelled  at  the  present  anthracite  freight  rates  to  go  out  of  busi- 
ness. In  such  a  contingency  the  railroads  to  retain  the  anthracite 
traffic  would  undoubtedly  reduce  their  rates  to  a  figure  which 
would  permit  of  a  profit  in  the  mining  operations.     In  this  way 

1  See  ch.  8.     The  Supreme  Court  in  a  recent  decision  (December,  191 2)  declared 
these  perpetual  contracts  illegal. 

2  See  p.  107.  3  See  ch.  8. 
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practical  demonstration  of  the  unreasonableness  of  the  existing 
rates  would  be  given. 

Attention  may  next  be  directed  to  the  second  phase  of  the 
topic,  viz.,  the  extent  to  which  the  railroads  are  in  a  combination 
with  respect  to  the  transportation  of  coal.  As  has  been  seen, 
practically  the  same  rate  is  charged  by  each  railroad  from  the 
mines  to  its  terminal  at  New  York  Harbor,  notwithstanding 
considerable  differences  in  the  length  of  the  haul.  This,  of  course, 
is  the  natural  tendency  of  raUroad  rates,  but  in  this  particular 
case  a  great  deal  of  pressure  has  been  exerted  to  prevent  the 
anthracite  rates  from  becoming  uniformly  lower.  To  cite  one 
instance,  late  in  1906  the  New  York,  Ontario  and  Western  Rail- 
road,—  probably  the  most  independent  of  the  anthracite  roads,— 
proposed  to  reduce  its  rate  on  the  prepared  sizes  to  Weehawken 
(New  York  Harbor)  from  $1.60  to  $1.45,  with  corresponding 
reductions  on  the  smaller  sizes.  This  action  was  urged  by  the 
counsel  of  the  railroad,  who  seems  to  have  beheved  that  the 
regularly  recurring  deficits  in  the  operations  of  the  coal  com- 
panies, w^hich  were  necessarily  borne  by  the  railroad,  might  be 
construed,  under  the  recently  enacted  Hepburn  Act,  as  a  rebate 
to  these  subsidiary  companies.  A  reduction  in  the  freight  rate 
to  $1.45  would  apparently  enable  the  coal  companies  to  pay  the 
full  tariff  rates,  and  leave  a  surplus,  however  small.  The  putting 
into  effect  of  this  new  schedule  of  rates,  however,  would,  accord- 
ing to  the  freight  traffic  manager  of  the  Central  of  New  Jersey, 
have  led  to  similar  reductions  by  the  Erie  and  the  Lackawanna, 
which  in  turn  would  naturally  have  involved  the  Central  of  New 
Jersey  and  the  Lehigh  Valley.^  Mr.  Baer,  as  president  of  the 
Reading  Company  and  the  Central  of  New  Jersey,  wrote  to  Mr. 
Fowler,  president  of  the  Ontario,  protesting  vigorously  against 
the  proposed  reduction,  and  intimating  that  the  filing  of  the  lower 
rate  would  be  followed  by  retahatory  measures.^  Mr.  Fowler,  in 
his  reply,  reprinted  herewith  as  an  appendix,^  insisted  that  the 
action  proposed  was  imperative,  and  gave  it  as  his  conviction 

1  /.  C.  C.  Investigation  of  Anthracite  Rates,  xxv,  Hickey  Exhs.,  no.  5.  Letter  of 
T.  B.  Koons  to  W.  G.  Besler,  October  16,  1906. 

2  See  Appendix,  Letter  11.  '  See  Appendix,  Letter  III. 
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that  the  division  of  the  market  price  between  the  producer  and 
transporter,  as  expressed  in  tariffs,  needed  readjustment  at  once. 
He  declared  that  it  was  only  good  business  policy  to  put  each 
department,  mining  and  transportation,  on  a  self-supporting  basis, 
instead  of  unduly  swelling  railroad  earnings  and  making  book 
assets  of  uncollectible  advances  to  coal  companies  for  the  purpose 
of  making  up  their  deficiencies  in  income.  But  the  pressure, 
banking  and  otherwise,  which  was  soon  brought  to  bear  on  him, 
proved  too  great,  and  after  a  personal  conference  with  President 
Baer,  he  agreed  to  drop  the  proposed  tariff  making  reductions  to 
Weehawken.^ 

This  incident,  fully  substantiated  by  the  actual  correspondence, 
is  by  no  means  an  isolated  case.  The  records  of  the  Interstate 
Commerce  Commission  abound  with  letters  showing  how,  on 
numerous  occasions,  proposed  reductions  in  rates  have  been  pre- 
vented by  the  action  of  the  other  carriers.  The  Delaware  and 
Hudson  planned  in  1907  to  reduce  anthracite  rates  to  New  Eng- 
land points  by  20  to  40  cents  per  ton.  This  proposed  action  was 
thoroughly  discussed  in  a  meeting  of  the  officials  of  the  various 
anthracite  roads,^  and  the  Delaware  and  Hudson  was  induced  to 
reduce  these  rates  only  10  to  20  cents  per  ton.  In  1908  the  lines 
west  of  Buffalo  were  considering  a  reduction  in  the  anthracite 
rates,  but  were  dissuaded  from  this  step  by  the  presidents  of  the 
Reading  and  the  Lackawanna  Railroads.  And  since  1906  there 
have  been  no  important  reductions  in  the  anthracite  rates  except 
those  ordered  by  the  Interstate  Commerce  Commission.  The 
conclusion  is  inevitable  that  the  anthracite  rates  are  maintained  at 
their  present  high  level  by  the  existence  of  a  community  of  interest 
among  the  railroads  sufficient  to  prevent  marked  reductions  in 
the  rates. 

Further  evidence  of  the  existence  of  a  pool  in  the  transportation 
of  anthracite  to  market  is  furnished  in  the  fact  that  the  proportion 
of  the  total  shipments  of  anthracite  coal  carried  by  each  railroad 
during  recent  years  has  remained  approximately  the  same,  as  is 
shown  by  the  following  table : 

^  See  Appendix,  Letter  IV.  ^  ggg  Appendix,  Letter  V. 
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An  examination  of  the  table  above  reveals  a  marked  stability 
in  the  percentages  carried  by  each  railroad  during  the  past  ten 
years.  This  stability  is  brought  out  even  more  clearly  by  the 
following  table,  which  shows  for  six  of  the  more  important  roads 

1871-1880  1881-1890  1891-1900  1901-1910 


P.  &R 2.15  1.33 

C.  R.  R 93  -65 

L.  V 1. 21  .89 

Lackawanna 1.51  .79 

D.  &H 1.38  .36 

Penn.  R.  R 89  1.13 


57 
86 

58 
10 

3Z 
68 


57 
44 
61 
60 

30 

n 


Sum  of  variations  ..        8.07  5.15  4.12  3.25 

the  average  yearly  variation  of  the  shipments  of  each  road  from 
its  average  proportional  shipments  for  the  four  ten-year  periods, 
1871-1880,  1881-1890,  1891-1900  and  1901-1910.^ 

It  is  evident  that  the  constancy  of  the  percentages  varies  con- 
siderably on  the  different  roads.  The  proportion  of  the  total 
shipments  that  was  carried  by  the  Reading  fluctuated  consider- 
ably from  year  to  year  during  the  periods,  1871-1880  and  1881- 
1890,  but  only  about  one-half  of  one  per  cent  during  the  two 
periods,  1891-1900,  and  1901-1910.  The  percentages  of  the 
Delaware  and  Hudson  varied  more  widely  during  the  first  period, 
but  only  one-third  of  one  per  cent  during  the  second  period,  and 
even  less  during  the  two  succeeding  periods.  The  Lackawanna 
and  the  Central  of  New  Jersey  both  show  a  considerable  degree 
of  variation  during  the  period  187 1- 1880,  a  lesser  degree  during 
the  period  1 881-1890,  a  greater  variation  during  the  period 
1891-1900  (though  less  than  during  the  first  period),  and  still 
less  variation  during  the  period  1901-1910,  the  variation  in  this 
period  being  slightly  less  than  one-half  of  one  per  cent  in  the  case 
of  the  Central  of  New  Jersey,  and  slightly  above  one-half  of  one 
per  cent  in  the  case  of  the  Lackawanna.  The  proportion  of  the 
shipments  carried  by  the  Pennsylvania  fluctuated  less  during 

^  The  method  of  calculation  is  as  follows:  the  anthracite  shipments  of  the  Phila- 
delphia and  Reading  averaged  28.42  per  cent  of  the  total  shipments  of  anthracite  coal 
during  the  period,  1871-80.  In  1871  the  Reading  carried  5.48  per  cent  in  excess 
of  this  average;  in  1872,  .18  per  cent  in  excess,  and  in  1873,  -78  percent  less  than  its 
average.  The  sum  of  these  annual  variations,  1871-80,  divided  by  ten,  gives  the 
Reading's  average  annual  variation. 


ISO  THE  ANTHRACITE  COAL   COMBINATION 

the  first  period  than  it  did  during  the  second  period  (this  is  the 
only  railroad  of  which  this  was  true),  and  less  during  the  last 
period  than  during  the  two  earlier  periods,  but  the  least  varia- 
tion of  all  was  in  the  period  1 891-1900. 

Considering  the  sum  of  the  variations  of  all  the  roads  combined, 
the  greatest  deviation  from  the  average  proportional  shipments 
was  in  the  ten  years,  1871-1880,  a  period  of  alternating  agree- 
ments and  severe  competition.  The  variation  was  considerably 
less  during  the  next  ten  years,  1 881-1890,  and  still  less  in  the 
following  ten  years,  1 891-1900.  During  these  twenty  years 
agreements  were  being  made  and  combinations  formed,  only  to 
be  dissolved  shortly  thereafter.  Their  dissolution,  however,  was 
not  followed  by  such  keen  competition  as  prevailed  during  the 
earlier  period,  and  the  resulting  variation  was  not,  therefore,  as 
great.  The  deviation  from  the  normal  was  least  of  all  during  the 
ten  years,  1901-1910,  during  which  period  the  combination  was 
effectively  maintained  (as  it  has  been  since). 

Though  there  is  doubtless  no  hard  and  fast  rule  for  the  appor- 
tionment of  the  anthracite  traffic,  the  existence  of  an  understand- 
ing among  the  railroads  that  they  were  each  entitled  to  a  certain 
percentage  of  the  shipments  is  indicated  by  the  fact  that  the 
proportion  of  the  total  shipments  carried  by  each  railroad  has 
remained  fairly  steady,  in  spite  of  a  considerable  increase  in  the 
production.  It  should  be  noted  that  as  the  railroads,  either 
directly  or  through  their  coal  companies,  control  most  of  the 
anthracite  tonnage  originating  on  their  fines,  those  changes  in  the 
proportionate  shipments  of  each  railroad  which  would  normally 
arise  as  the  result  of  keen  competition  for  traffic,  do  not  take 
place.  Generally  speaking,  any  increase  in  the  anthracite  traffic 
of  the  respective  railroads  must  come  from  an  increase  in  the  out- 
put of  its  mines,  or  of  the  mines  whose  product  is  bound  to  it. 
There  is,  however,  nothing  to  prevent  a  coal  company  from 
extending  its  operations  and  increasing  its  output  through  the 
construction  of  new  plants  or  through  an  increase  in  the  number 
of  working  days,  unless  it  be  the  feeling  among  the  railroad 
interests  that  each  company  is  entitled  to  a  certain  percentage  of 
the  total  shipments,  and  that  any  attempt  by  it  to  increase  its 
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traffic  will  lead  to  similar  action  on  the  part  of  the  other  carriers, 
with  a  resulting  demoralization  of  the  business.  The  representa- 
tives of  the  railroads  themselves  have  admitted  that  each  road 
tries  to  conform  in  a  general  way  to  its  proper  proportion.  The 
Industrial  Commission  in  1901  questioned  Mr.  Harris,  a  former 
president  of  the  Reading  Railroad,  as  follows:  "Don't  you 
recognize  that  you  have  a  certain  percentage  of  the  market  and 
that  you  are  not  to  exceed  that  percentage  so  as  not  to  encroach 
on  the  supply  other  roads  take  to  market  ?  "  ^  Mr.  Harris 
answered  in  the  affirmative,  but  two  years  later  he  quaHfied  this 
statement  by  testifying  in  the  Hearst  investigation  that  "  it  was  a 
general  understanding  and  never  anything  more."  ^  In  this  same 
investigation  Mr.  Walter,  formerly  president  of  the  Lehigh 
Valley,  testified  that  during  the  years  1897  to  1902  there  was  an 
understood  arrangement  between  the  presidents  of  the  different 
companies  as  to  the  proportion  of  the  anthracite  tonnage  to  be 
shipped  over  each  of  the  railroads,  and  that,  as  president  of  the 
Lehigh  Valley,  he  did  his  best  to  live  up  to  that  understanding.^ 
The  railroads  received  from  the  Bureau  of  Anthracite  Coal 
Statistics  (an  organization  paid  by  the  anthracite  carriers  to  keep 
the  records)  reports  of  the  shipments  of  each  of  the  other  roads 
and  the  tonnage  which  each  road  would  have  shipped  had  it 
adhered  to  the  "  presidents  percentages,"  which  were  supposed  to 
represent  the  mining  capacity  in  1896.^  This  served  to  call  to  the* 
attention  of  the  carriers  the  extent  to  which  the  understanding 
was  maintained,  and  to  induce  a  closer  correspondence  between 
the  railroads'  proper  proportion  and  its  actual  shipments. 

The  Temple  Iron  Company  appears  to  have  been  the  medium 
through  which  was  maintained  this  understanding,  which 
insured  to  each  railroad  its  ''  normal  "  share  of  the  total  traffic. 
This  company,  it  will  be  remembered,  was  the  means  in  1899  of 
defeating  the  construction  of  a  proposed  independent  railroad.^ 
The  presidents  of  the  railroads  which  at  that  time  guaranteed 
its  debt,  together  with  a  few  personal  friends,  were  made  its 

1  Industrial  Commission,  ix,  p.  602. 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  1574. 

'  Ibid.y  pp.  2368-2369. 

^  Ibid.,  p.  2367.  ^  See  ch.  4. 
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directors.     Since  1899  the  presidents  of  the  Reading  Company, 
the  Central  of  New  Jersey,  the  Lehigh  Valley,  the  Lackawanna, 
the  Erie,  and  the  Xew  York,  Susquehanna  and  Western  have 
regularly  been  on  the  directorate  of  the  Temple  Iron  Company, 
and  at  some  portion  of  this  period  the  presidents  of  every  other 
railroad,  except  the  Pennsylvania,  have  been  among  its  directors.^ 
With  the  exception  of  a  short  period  from  1899  to  1900  Mr.  Baer, 
the  president  of  the  Reading  system,  has  been  the  president  of 
the  Temple  Iron  Company.     The  meetings  of  its  board  have  been 
held,  not  at  the  office  of  the  company  but  at  the  office  of  Mr.  Baer, 
at  143  Liberty  Street,  Xew  York.      The  board  has  generally 
met  three  times  a  year,  but  during  the  period  of  the  coal  strike  in 
1902  met  somewhat  oftener.^     The  convenience  of  the  Temple 
Iron  Company  as  a  de\'ice  for  securing  a  harmonious  manage- 
ment of  the  coal  trade  is  apparent.      During  its  early  years  at 
least,  the  presidents  in  conference  discussed  questions  which  were 
entirely  apart  from  the  proper  business  of  the  Temple  Iron  Com- 
pany.     At  a  meeting  held  June  27,  1899,  ''  the  proposition  to 
establish  a  statistical  bureau  in  Xew  York  for  the  purpose;  of 
keeping  records  of  all  matters  of  interest  to  the  anthracite  coal 
companies,  the  quantities  to  be  mined  each  month,  the  prices,  and 
so  forth,"  ^  was  considered  and  referred  to  a  committee  of  three, 
which  was  to  report  on  its  practicabiHty.     At  a  meeting  of  June 
27  of  the  following  year,  the  board  of  directors  ratified  the  appoint- 
ment of  an  executive  committee  of  the  Temple  Iron  Company, 
which  consisted  of  the  vice-president  and  treasurer  of  the  Temple 
Iron  Company,  the  \ice-president  and  general  manager  of  the 
Philadelphia  and  Reading  Coal  and  Iron  Company,  the  general 
manager  of  the  Lehigh  Valley  Coal  Company,  the  \ice-president 
of  the  Lackawanna  Railroad,  and  the  general  manager  of  the 
Hillside  Coal  and  Iron  Company.^     Three  of  the  members  of 
this  executive  committee  were  not  in  any  way  connected  with  the 
Temple  Iron  Company,  but  were  officers  of  the  railroad  coal 
companies.     At  a  meeting  of  July  2,  1901,  it  was  resolved  that 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  354. 

2  Ibid.,  pp.  336,  354. 

'  Ibid.,  ii,  p.  345. 

*  Ibid.,  pp.  349-351- 
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there  be  "  appointed  a  committee  to  consider  the  advisability  and 
expediency  of  making  a  40  per  cent  rate  to  outside  shippers,  or  a 
flat  rate,  and,  if  so,  what  rate."  ^  The  members  of  this  com- 
mittee, as  before,  were  operating  ofhcers  of  the  raihoads,  or  their 
coal  companies,  and  not  connected  with  the  Temple  Iron  Com- 
pany.2  The  Temple  Iron  Company  at  its  meetings  considered 
also  the  question  of  the  differential,  that  is,  the  difference  between 
the  price  of  coal  at  the  upper  and  lower  ports,^  and  the  compensa- 
tion to  be  paid  to  Mr.  Ruley,  who  kept  the  records  of  the  Bureau 
of  Anthracite  Coal  Statistics.  As  Mr.  Ruley  was  not  in  the 
employment  of  the  Temple  Iron  Company,  and  as  it  had  never 
made  any  payments  to  him,^  his  compensation  was  clearly  a 
matter  entirely  outside  the  proper  business  of  this  company.  In 
fact,  save  the  appointment  of  the  executive  committee,  none  of 
the  matters  mentioned  were  properly  within  its  purview,  and  their 
consideration  at  the  meetings  of  this  company  shows  that  the 
Temple  Iron  Company  was  used  by  the  railroad  presidents  as  a 
meeting  place,  where  questions  of  policy  could  be  freely  dis- 
cussed.^ As  the  Supreme  Court  of  the  United  States  observed, 
in  ordering  the  dissolution  of  the  Temple  Iron  Company  in 
December,  1912,  ''its  board  of  directors  .  .  .  supplies  time, 
place  and  occasion  for  the  expression  of  plans  or  combinations 
requiring  or  inviting  concert  of  action."  ^ 

The  minutes  of  the  Temple  Iron  Company  after  1901  do  not 
disclose  any  significant  items.     The  railroad  presidents,  however, 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  346.  The  Secretary, 
Mr.  Law,  testified  that  outside  shippers  probably  meant  independent  operators 
shipping  their  own  coal,  but  he  did  not  recollect  the  meeting. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  370. 

3  Ibid.,  ii,  p.  348.     See  supra,  133. 

*  Ihid.,  ii,  pp.  348-349;   also  p.  492. 

^  The  president  of  the  Temple  Iron  Company  has  asserted  that  the  company  has 
been  run  "  as  the  most  harmless  mining  company  in  the  State  of  Pennsylvania,"  and 
has  had  nothing  to  do  with  the  price  of  coal  or  with  rates  for  transportation.  The 
Supreme  Court  of  the  United  States  held,  however,  that  "  this  disclaimer  of  power 
does  not  detract  from  the  significance  of  the  minutes  of  the  Board  referred  to  as 
evidence  bearing  upon  the  question  of  the  relation  of  the  several  defendants  to  each 
other."  The  Supreme  Court  declared  that  the  railroads  had  combined  through  the 
Temple  Iron  Company  in  violation  of  the  Sherman  Act.     226  U.  S.  354-355. 

8  226  U.  S.  353. 
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continued  to  meet  through  this  company,  and  here  in  all  prob- 
ability the  necessity  for  harmonious  action  was  brought  out,  and 
the  "  normal  share  "  of  each  railroad  determined  upon.  A  meet- 
ing of  the  railroad  officials  of  these  six  roads  would  be  insufficient, 
of  course,  were  there  not  some  measure  of  common  interest 
between  them.  The  existence  and  ramifications  of  this  com- 
munity of  interest  have  already  been  shown  for  1902-1903.^ 
Though  it  may  be  (owing  possibly  to  fear  of  Governmental  inter- 
ference) that  the  inter-ownership  of  stock  has  since  become  some- 
what less,  the  common  representation  on  the  directorates  of 
different  railroads  is  still  equally  as  great.  In  1903  there  were 
eleven  individuals  represented  on  the  directorates  of  two  or  more 
anthracite  railroads,  and  in  1913  twelve  individuals.  In  both 
years  these  individuals  represented  thirty-one  of  the  total  num- 
ber of  directors.  The  situation  in  1913  is  shown  by  the  follow- 
ing table.2 

Interlocking  Directorates,  19 13 

C.  R.  R.        L.  V.  Lacka.       D.  &  H.         Erie  Perm.  Ont. 


Individuals    P.  &  R. 


+ 
+ 
+ 


+ 
+ 
+ 

+ 
+ 


+ 
+ 
+ 

+ 

+ 


+ 
+ 
+ 


+ 
+ 
+ 


+ 


+ 


+ 
+ 


+ 


+ 


+ 


+ 


+ 


The  table  reveals  a  considerable  degree  of  community  of  inter- 
est, especially  for  the  five  railroads  which  were  combined  in  the 
Temple  Iron  Company  project,  one  individual,  indeed,  being  on 
the  directorate  of  each  of  these  roads.  These  five  roads  in  191 3 
carried  nearly  77  per  cent  of  the  total  shipments.     The  Pennsyl- 

^  See  pp.  67-73. 

2  Poor's  Manual  of  Railroads,  19 14.  Influenced  by  public  sentiment,  and  possibly 
by  impending  legislation  to  prohibit  interlocking  directorates,  certain  members  of 
the  firm  of  J.  P.  Morgan  and  Company  resigned  early  in  19 14  as  directors  of  some 
of  the  anthracite  railroads. 
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vania,  also,  owns  indirectly  a  large  amount  of  stock  in  several  of 
the  anthracite  coal  roads,  and  works  in  harmony,  as  does  the 
Delaware  and  Hudson,  with  these  five  anthracite  carriers.  The 
most  independent  line  is  the  Ontario,  shipping  only  3.6  per  cent  of 
the  total  shipments.  The  New  York  Central  recently  attempted 
to  secure  control  of  this  road,  but  its  purchase  (from  the  New 
Haven)  was  forbidden  by  the  New  York  PubHc  Service  Com- 
mission. 

Summarizing  briefly,  an  analysis  of  the  cost  of  transporting 
anthracite  coal  and  of  the  profits  earned  by  the  anthracite  car- 
riers, and  a  review  of  the  orders  of  the  Interstate  Commerce 
Commission,  lead  to  the  conclusion  that  the  freight  rate  on 
anthracite  is  unduly  high.  The  maintenance  of  the  present  level 
of  freight  rates  is  evidence  of  the  existence  of  an  effective  coopera- 
tion among  the  carriers.  It  is  significant,  also,  that  though  the 
anthracite  shipments  have  increased  very  rapidly  in  the  last 
fifteen  years,  the  percentage  carried  by  each  railroad  has  remained 
fairly  constant.  This  fact  becomes  more  noteworthy  during  such 
years  as  1902,  when  the  shipments  dechned  by  one-half.  The 
maintenance  of  this  steadiness  has  presumably  been  facilitated 
by  the  Temple  Iron  Company,  upon  whose  directorate  the  more 
important  railroads  have  been  represented,  and  is  strengthened 
by  a  community  of  interest  among  the  railroads,  which  has  made 
it  possible  for  the  Temple  Iron  Company  to  be  dissolved  by 
judicial  decree  without  any  resultant  disturbance  in  the  har- 
monious conduct  of  the  business. 


CHAPTER  VII 

THE  PRICE  AND  SALE  OF  COAL 

The  control  of  the  output  of  anthracite  coal  by  the  railroads, 
and  the  harmonious  relations  between  these  railroads  in  respect 
to  the  transportation  of  this  coal  to  market  have,  it  is  believed, 
been  sufficiently  established.  The  estabHshed  facts  indicate  a 
tacit  yet  effective  combination.  Still  further  e\ddence  of  the 
existence  of  a  combination  is  furnished  by  the  statistics  of  prices. 
The  combination  has  influenced  the  price  of  coal  in  two  ways: 
first,  it  has  effected  a  considerable  increase;  second,  it  has 
steadied  the  price  to  a  noteworthy  degree. 

The  course  of  prices  from  1890-1913  (embracing  periods  of 
competition  and  of  combination)  is  shown  in  the  following  table: 

Average  Monthly  Selling  Price  of  Sto\'t:  Coal  (Wholesale),  f.o.b. 
Vessel,  New  York  H.ajlbor,  1890  to  1913,  in  Long  Tons  ^ 


Year 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 

1898 

1899 

1900 

1901 

Jan. 

$3-86 

$4.11 

S3- 72 

$4.58 

$4-16 

S3.46  $3-29 

S3-99 

^3-73 

^3-5^ 

S4.05 

$4-45 

Feb. 

3-75 

3-99 

3-56 

4-56 

4-03 

3-48 

3-44 

3-99 

3-87 

3-54 

4.01 

4.60 

March 

3-59 

3.80 

371 

4.07 

3-85 

331 

356 

4.06 

389 

3-52 

3-86 

4-45 

April 

3-58 

3-67 

3.80 

3-95 

3-57 

3-II 

3-57 

4.06 

390 

3-56 

3-72 

3-95 

May 

352 

3-^7 

3.88 

390 

3-50 

309 

3-57 

4-05 

3-95 

3-^3 

3-72 

4-03 

June 

3-54 

3-7^ 

4.06 

391 

3-54 

3.01 

3-73 

4.06 

392 

3-65 

3-67 

4.14 

July 

3-59 

3-71 

4.17 

4.12 

3-55 

2.94 

3-88 

4.06 

391 

3-67 

3-67 

4.24 

August 

3.62 

3-74 

4.42 

4.29 

3-58 

2.89 

4-05 

4.06 

3-83. 

3.68 

3-^7 

4-33 

Sept. 

376 

3.80 

4.60 

4-23 

3-33 

2-93 

4.06 

4.06 

3-73 

3.80 

3-86 

4.44 

Oct. 

3-79 

4.00 

4.67 

4.26 

3.28 

3.01 

4.09 

4.06 

3.66 

391 

4-35 

4-45 

Nov. 

3-94 

405 

4-63 

4.24 

3-40 

3.08 

4.22 

3-94 

3.62 

3-95 

4.42 

4-45 

Dec. 

3-99 

4.00 

4.62 

4.20 

3 -40 

3-19 

4.08 

3-77 

■  3-57 

398 

4-34 

4-45 

Averag( 

-3-71 

3-85 

4-15 

4.19 

3.60 

3-^3 

3-79 

4.01 

3.80 

3-70 

3-94 

4-32 

^  Bulletins  of  Bureau  of  Labor.  Stove  coal  is  t>pical  of  the  prepared  or  domestic 
sizes,  which  constitute  about  60  per  cent  of  the  total  shipments,  or  including  pea 
coal,  which  is  being  used  more  and  more  for  domestic  purposes,  over  70  per  cent  of 
the  total.  The  figures  are  for  a  free  burning  white  ash,  the  standard  grade.  The 
special  grades  of  hard  white  ash  and  red  ash  sell  at  somewhat  higher  prices.  Where 
the  Bureau's  quotations  give  fractions  of  a  cent,  the  nearest  figure  has  been  used. 
Thus,  $4.7469  is  given  as  $4.75. 
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Average  Monthly  Selling  Prici 

.  OF  Stove  Coal  (Wholesale),  f.o.b. 

Vessel,  New  York  Harbor,  1890  to 

1913, 

IN  Long  Tons  {continued) 

Year        1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 

Jan.       $4.45 

$4.95 

$4.96  $4.95 

$4.94 

$4-95 

$4-95 

$4-95 

$4.95 

$4.95 

$4-95 

$5.20 

Feb.        4.45 

4-95 

4.96 

4.96 

4.94 

4-95 

4-95 

4-95 

4-95 

4-95 

4.9s 

519 

March    4.46 

4-95 

4-95 

4-95 

4.94 

4-95 

4-95 

4-95 

4-95 

4-95 

4.95 

5  20 

April       3.95 

4-45 

4-45 

4-45 

4-95 

4-45 

4-45 

4-45 

4-45 

4-45 

4.95 

4.70 

May       4.02 

4-55 

4-54 

4-54 

4-54 

4-53 

4.53 

4-54 

4-53 

4-53 

4.90 

4.78 

June 

4.64 

4.64 

4-63 

4-63 

4.64 

4.64 

4-63 

4-63 

4.60 

4.89 

4.88 

July 

4-75 

4-75 

4-74 

4-74 

4-74 

4-75 

4-74 

4.72 

4.69 

4-97 

4.96 

August     . .  . 

4-85 

4.85 

4.85 

4.84 

4.84 

4-85 

4-83 

4-85 

4.82 

5.08 

5-07 

Sept. 

4-95 

4.94 

4-95 

4-95 

4.94 

4.94 

4.94 

4-93 

4.90 

5.18 

5-17 

Oct. 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4.95 

4-95 

4-95 

5-19 

5.20 

Nov.       4.95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4.94 

5.20 

5.20 

Dec.        4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

4-95 

5.20 

519 

Average  4.46 

4.82 

4.82 

4.82 

4.86 

4.82 

4.82 

4.82 

4.82 

4.81 

5-03 

5.06 

The  first  fact  to  be  noticed  is  the  rise  in  price  since  the  autumn 
months  of  1900.  As  the  result  of  the  strike,  which  began  in  the 
middle  of  September,  the  price  of  stove  coal  rose  in  October  to 
$4.35,  the  price  in  October  of  the  previous  year  having  been 
$3.91.  During  only  one  period  in  the  preceding  ten  years  had  the 
price  been  so  high,  and  this  high  price  was  due  to  the  combination 
under  the  leadership  of  the  Reading  in  1892  and  1893.  ^^t  with 
the  failure  of  the  Reading's  attempt  at  consoHdation  in  1893,  ^^ 
price  fell  again,  the  avera.ge  for  the  year  1894  being  $3.60.  The 
advance  of  1900,  however,  has  been  maintained.  By  January,. 
1901,  the  price  had  risen  to  $4.45,  and  by  the  following  month  to 
$4.60,  falling  off  again  in  March  to  $4.45.  In  April,  1901,  it  fell 
to  $3.95,  —  this  low  price  was  due  to  the  introduction  of  the 
regular  discount  of  50  cents  in  April,  which,  with  few  exceptions, 
has  been  adhered  to  ever  since.  In  accordance  with  the  discount 
plan  the  price  was  increased  approximately  10  cents  a  month 
until  September,  when  the  level  of  $4.45  was  again  reached.  In 
May,  1902,  occurred  the  greatest  strike  the  anthracite  region  has 
ever  known.  At  the  close  of  the  strike  in  the  latter  part  of 
October,  the  price  had  reached  $4.95,  a  figure,  which,  with  the 
exception  of  the  discount  in  the  summer,  was  regularly  main- 
tained until  191 2  (when  an  additional  charge  of  25  cents  per  ton 
was  imposed). 
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This  advance  in  price  of  at  least  $1  a  ton  over  the  level  pre- 
viously prevailing  is  an  indication  of  the  existence  of  a  combina- 
tion. The  mere  fact  of  such  an  advance  is  not  conclusive 
evidence,  however,  as  there  have  been  other  factors  which  have 
tended  to  bring  about  this  result.  The  cost  of  mining  has  greatly- 
increased,  and  especially  the  labor  cost,  on  account  of  the  higher 
wages  granted  in  1900  and  1902.  It  is  a  difficult  matter  to  make 
a  wholly  satisfactory  estimate  of  the  extent  to  which  the  higher 
price  merely  offsets  an  increase  in  the  cost  of  mining,  as  this  cost 
varies  so  much  for  the  different  companies,  and  in  the  different 
mines  of  the  same  company,  and  because  of  the  diiffculty  of 
allocating  to  any  one  size,  such  as  stove  coal,  for  example,  those 
elements  in  the  expenses  of  mining  which  are  properly  charge- 
able to  this  one  size,  —  inasmuch  as  all  sizes  are  produced  together 
under  joint  cost.  But  among  the  few  reliable  figures  obtainable 
are  those  showing,  for  the  years  1900  to  1903,  the  average  price 
received  at  tide-water  by  the  Delaware  and  Hudson  Company  for 
all  sizes  of  coal,  the  total  cost  of  mining,  and  the  labor  cost.^ 

Price        PayroUs  other     Cost  of 
Received        than  Office         Mioing  * 

1900 $3.20  Si. 16  S1.43 

1901 3-57  124  1.54 

1902 2>-^7  1.46  1.93 

1903 410  1.53  1.96 

Between  1900  and  1903  the  price  received  for  coal  by  the  Dela- 
ware and  Hudson  increased  90  cents  per  ton.  The  labor  cost  of 
mining,  however,  increased  only  37  cents  per  ton,  and  the  total 
mining  cost  only  53  cents  per  ton.  Upon  this  showing  it  may  be 
concluded  that  the  considerable  advance  in  price  between  1900 
and  1903  can  be  explained  only  in  part  by  the  increased  cost 
of  mining,  the  main  factor  in  which  has  been  the  higher  wages 
paid  the  miners  on  account  of  the  strikes  of  1900  and  1902. 

The  prices  received  ^  by  the  Philadelphia  and  Reading  Coal 
and  Iron  Company,  and  the  mining  costs  ^  (including  wages, 

*  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  Exh.  148. 
'  Exclusive  of  general  expenses  of  administration  and  sinking  funds. 
'  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  707. 

*  Ibid.,  iv,  p.  697. 
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supplies,  improvements,  and  general  expenses)  are  shown  below 
for  the  years  1 899-1 903. 

Prices  Received  Mining  Costs 

1899 $1.84         $1.59 

1900 1.94  1.67 

I9OI 2.21  1.83 

1902 2.32  2.07 

1903 2.63  2.20 

The  cost  of  mining  for  all  sizes,  therefore,  was  61  cents  greater  in 
1903  than  in  1899.  At  the  same  time  the  average  price  received 
at  the  mines  was  79  cents  greater  in  1903  than  in  1899.  In  the 
case  of  the  Reading  Coal  and  Iron  Company,  therefore,  only  a 
part  of  the  rise  in  price  is  to  be  explained  by  the  increased  cost  of 
mining. 

The  report  of  the  Lackawanna  Railroad  for  1903  showed  a 
net  profit  on  the  sale  of  coal  of  over  3  milHon  dollars.  This 
was  85  per  cent  greater  than  its  profit  in  1901.  When  asked, 
before  the  Interstate  Commerce  Commission,  whether  he  attrib- 
uted ''  that  gain  of  85  per  cent  in  profit  very  largely  to  the  excess 
of  the  new  price  over  the  increased  cost  of  mining,"  ^  President 
Truesdale  answered,  "  That  had  considerable  to  do  with  it,  of 
course."  ^ 

Thus,  though  it  is  not  possible  to  arrive  at  a  figure  which  defi-  \ 
nitely  shows  for  all  the  companies  the  increase  in  the  cost  of 
mining  (which  may  be  compared  with  the  increase  in  price),  yet 
there  would  appear  to  be  no  doubt,  on  the  basis  of  the  available 
evidence,  that  the  price  was  increased  beyond  the  higher  cost  of 
mining.  It  appears  that  the  cost  of  the  strikes  of  1900  and  1902 
has  been  borne  by  the  consumer  —  with  some  additional  charge, 
which  has  made  the  production  of  coal  more  profitable  to  the  i 
companies  than  before. 

It  can  hardly  be  maintained  that  the  rise  in  the  price  of 
anthracite  was  but  a  reflex  of  the  rise  in  all  prices.  It  is  true 
that  anthracite  coal  has  risen  in  price  since  1899,  the  year  pre- 
ceding the  strike  of  1900,  with  its  resulting  advance  in  prices, 
by  about  the  same  amount  as  have  all  commodities.     The  rela- 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  2453-2454. 

2  Fold. 


l6o  THE  AXTHILiCITE  COAL   COMBINATION 

tive  price  for  anthracite  as  computed  by  the  Bureau  of  Labor  was 
97.6  in  1899  and  126.7  i^  iQH-  ^^  increase  of  29.8  per  cent, 
while  the  relative  price  of  all  commodities  showed  an  increase 
of  27.1  per  cent.  The  increase  in  the  price  of  hard  coal,  however, 
was  brought  about  rapidly.  The  relative  price  of  anthracite  rose 
from  97.6  in  1899  to  104.0  in  1900,  to  113. 9  in  1901,  to  117. 6  in 
1902  and  to  1 2 7. 1  in  1903.  After  1903  and  up  to  191 2  there  was 
practically  no  change.  On  the  other  hand  the  relative  price  for 
all  commodities  rose  from  101.7  in  1899  to  110.5  in  1900,  declined 
in  1 90 1,  and  in  1903  was  only  1 13.6.  The  greatest  increase  in  the 
price  of  all  commodities,  showing  the  rise  in  general  prices  in  the 
United  States,  has  come  since  1904,  and  especially  since  1905,  yet 
save  for  the  recent  advance  in  191 2,  there  has  been  no  significant 
change  in  the  price  of  anthracite  since  1903.^  The  fact  that 
anthracite  had  not  risen  in  price  during  these  years,  whereas  so 
many  other  staple  commodities  had  risen,  constituted  for  the 
president  of  the  Lackawanna  Railroad  one  of  the  '^  numerous 
sound  and  con\'incing  reasons  why  this  prime  necessity  of  life 
should  remain  in  the  control  of  the  comparatively  few  hands 
where  it  now  is."  ^  Comparing  the  price  of  anthracite  with  that 
of  bituminous,  the  price  of  soft  coal  (Georges  Creek)  increased  but 
slightly  from  1899  to  1901,  rapidly  from  1901  to  1903,  in  fact  even 
more  rapidly  than  did  the  price  of  anthracite,  but  since  1903  the 
decline  in  the  price  of  bituminous  has  been  great,  the  price  in 
191 1  just  about  reaching  the  level  of  1900  and  1901.'^ 

The  existence  of  a  combination,  however,  is  sho\\Ti,  not  so 
much  by  the  mere  fact  of  a  considerable  rise  in  the  years  1900 
and  1902,  as  by  the  mode  in  which  this  rise  was  brought  about. 
The  advance  in  1902  was  made  in  October,  the  various  com- 
panies putting  out  a  uniform  schedule  of  monthly  prices  for  the 
prepared  sizes  of  coal,  averaging  about  50  cents  higher  than  the 
previous  prices.  The  schedule  for  stove,  tgg,  and  chestnut  was 
$5  per  ton  at  the  terminal  points  nearest  the  city  of  Xew  York, 


'  Bulletin  of  Bureau  of  Labor,  April,  1913. 
2  Annual  Report  of  the  Lackawanna  Railroad,  1907,  p.  11. 

'  Bituminous  coal  from  Georges  Creek,  at  Xew  York  Harbor.     Bulletin  of  Bu- 
reau  of  Labor,  March,  1912. 
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and  5  cents  less  at  the  terminal  points  farther  away.^  These 
uniform  advances  in  the  price  of  coal  were  put  out  at  the  same 
time,  after  consultations  among  the  presidents  of  the  railroads, 
or  their  coal  companies,  each  of  whom  was  aware  of  the  price 
which  the  other  companies  were  to  charge.  President  Truesdale 
of  the  Lackawanna  testified  in  1908  that  the  advance  in  the 
circular  price  of  the  Lackawanna  in  1902  was  made  by  the 
officers  of  the  coal  sales  department  of  the  railroad  after  consulta- 
tion with  him.  His  answers  to  the  questions  of  the  examiner  are 
as  follows: 

Q.  Did  you  not  know  that  the  other  railroads  were  all  going  to  have  the 
same  price  ?  —  A.  I  think  I  had  general  knowledge  of  that.  .  .  .  —  Q.  How 
did  you  get  that  general  knowledge  ?  —  A.  I  do  not  know.  There  are  va- 
rious ways  of  getting  it.  —  Q.  You  knew  what  the  Reading  was  going  to  do  ? 

—  A.I  think  we  did.  —  Q.  And  the  Reading  knew  what  you  were  going  to  do  ? 

—  A.  Yes,  sir.  .  .  .  —  Q.  Everybody  put  out  the  same  price  at  the  same 
time  ?  —  A.   They  did;  yes,  sir.^ 

President  Thomas,  when  asked  with  whom  he  consulted  in  the 
fixing  of  the  price  in  1902,  replied,  "  I  do  not  recollect  now.  I 
think  probably  I  consulted  with  Mr.  Baer;  very  Hkely  I  asked 
Mr.  Truesdale  what  he  was  going  to  do.  I  know  I  asked  Mr. 
Walter  what  he  was  going  to  charge  for  coal."  ^  It  is  significant 
that  this  considerable  advance  in  the  price  of  the  prepared  sizes 
of  anthracite,  made  by  the  presidents  after  consultation,  remained 
in  force  until  191 2,  with  the  exception  of  the  omission  of  the  April 
discount  in  1906  on  account  of  the  suspension  of  mining  opera- 
tions in  April  of  that  year. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exhs.  172,  177,  178,  179, 
180.  This  new  schedule  applied  only  to  the  prepared  sizes.  The  smaller  sizes, 
which  are  used  principally  for  steam  purposes,  are  sold  in  competition  with  bitumi- 
nous, and  therefore  no  attempt  was  made  to  fix  a  uniform  price  for  them.  They  are 
generally  sold,  also,  under  contracts  running  for  a  year,  and  the  discount,  therefore, 
was  not  necessary,  as  it  was  in  the  case  of  the  prepared  sizes.  The  broken  or  grate 
size  is  also  sold  in  competition  with  bituminous,  principally  under  yearly  contracts, 
and  thus  though  listed  in  the  price  schedules  is  not  governed  by  them  in  practice. 
(See  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iv,  pp.  605-606,  and  v,  p. 
1125). 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  1145,  1147. 

2  Ibid.,  p.  1 1 13.  In  1902  Mr.  Thomas  was  chairman  of  the  board  of  directors  of 
the  Lehigh  Valley  Railroad,  and  Mr,  Walter  was  president.  In  November,  1902, 
Mr.  Walter  resigned,  and  Mr.  Thomas  has  since  been  president. 
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In  191 2  the  combination  made  another  advance  in  the  price  of 
coal.  This  advance,  as  in  1900  and  1902,  was  associated  with 
labor  difficulties.  On  the  31st  of  March,  191 2,  the  three-year 
agreement  between  the  operators  and  miners  came  to  an  end. 
The  miners,  as  usual,  had  presented  demands  for  higher  wages 
and  improved  conditions,  and  the  operators  had  refused  to  accede 
to  these  demands.  On  the  ist  of  April,  therefore,  operations  were 
suspended.  After  seven  weeks  of  comparative  idleness  a  com- 
promise was  effected,  and  operations  were  resumed  on  May  20th. 
The  new  agreement  was  to  remain  in  force  until  March  31st,  1916 
—  a  four-year  period  instead  of  the  usual  three-year  period.  The 
miners  secured  a  10  per  cent  increase  in  wages,  but  the  abolition 
by  *  mutual  consent '  of  the  sliding  scale  arrangement  reduced 
their  net  increase  to  5.6  per  cent.^  To  meet  the  advance  in 
wages,  and  to  compensate  for  rising  mining  costs  the  operators 
advanced  the  wholesale  price  of  the  prepared  sizes  25  cents  a  ton. 
An  advance  of  25  cents  a  ton  on  chestnut  had  already  taken  place, 
being  imposed  by  some  companies  in  November,  19 10;  by  others 
in  April,  191 1.^  This  action  had  been  taken  in  order  to  equalize 
the  demand,  which  for  this  size  had  become  iq  excess  of  the 
supply.  In  191 2  the  price  of  the  remaining  prepared  sizes  was 
increased  by  25  cents,  and,  in  addition,  there  was  a  further 
advance  of  25  cents  on  chestnut.  The  circulars  announcing 
these  higher  prices  (issued  under  date  of  June  i)  wxre  so  sub- 
stantially similar  for  the  large  operators  that  those  of  the  Phila- 
delphia and  Reading  Coal  and  Iron  Company  may  be  regarded 
as  typical.  This  company's  regular  circular  price  for  stove  coal, 
f.  o.  b.  New  York  Harbor,  had  been  $5.00  at  Port  Liberty  (an 
upper  port)  and  $4.95  at  Port  Reading  (a  lower  port).  In  191 2 
tfiis  was  made  $5.25  and  $5.20  respectively.  There  was  a  similar 
advance  in  the  price  f.  o.  b.  Port  Richmond  (Philadelphia), 
bringing  the  price  of  stove  coal  at  this  port  up  to  $5.00.^  These 
prices  were  subject  to  the  customary  June  discount  of  30  cents, 

1  Increase  in  Prices  of  Anthracite  Coal,  1913.  3rd  Sess.,  62d  Cong.,  House  of 
Repres.  Report  no.  1442,  pp.  23-26.  Referred  to  hereafter  as  House  Report,  1913, 
no.  1442. 

2  Ihid.,  pp.  II,  62. 

'  Mineral  Resources,  191 2,  pt.  2,  p.  185. 
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and  the  new  price  did  not  apply  in  full,  therefore,  until  September. 
At  the  time  of  these  advances  it  was  frequently  stated  that  they 
had  to  be  borne  by  the  domestic  sizes  alone,  as  the  steam  sizes, 
being  in  competition  with  bituminous  coal,  could  not  be  sold  at 
a  higher  price.  But  as  a  matter  of  fact,  the  price  of  all  the  steam 
sizes  was  considerably  increased,  and  these  increases,  while  less 
in  amount  than  on  the  prepared  sizes,  represented,  nevertheless, 
a  much  larger  percentage  of  the  seUing  price. ^ 

These  increased  price  schedules  soon  led  to  a  governmental 
investigation.  The  Bureau  of  Labor  was  directed  by  the  House 
of  Representatives  to  determine  the  amount  of  the  advances,  and 
the  extent  to  which  the  miners  had  benefited  by  the  new  wage 
schedule.  In  justification  of  their  action  the  coal  operators 
claimed  that  an  advance  in  prices  was  necessary  in  order  to  meet 
the  increased  wage  requirements  imposed  by  the  agreement  with 
the  miners,  and  to  offset  the  increases  in  other  mining  costs  which 
had  taken  place  between  1902  (the  date  of  the  last  general  increase 
in  prices)  and  191 2,  largely  as  the  result  of  more  difficult  physical 
conditions  of  mining,  higher  taxes,  and  more  stringent  mine 
laws.2  With  respect  to  these  claims,  the  Bureau  reported 
(March  i,  1913)  that  the  average  price  of  anthracite  coal  had 
increased  about  16  cents  over  and  above  the  increase  in  wages 
granted  to  the  miners  in  1912,^  and  that  this  additional  sum  was 

1  House  Report,  1913,  no.  1442,  pp.  57-58. 

2  Ihid.,  p.  12.  In  this  connection  it  should  be  noted  that  the  average  mining 
cost  is  increased  through  the  operation  of  unprofitable  collieries.  Upon  this 
point  the  remarks  of  the  president  of  the  Delaware  and  Hudson  Company  are 
of  interest.  "  Our  investigation  of  the  subject  leads  us  to  beheve  that  the  inde- 
pendent operators  do  not  mine  the  coal  from  any  veins  where  the  operation  is  not  a 
profitable  one,  while  the  opposite  is  true  where  the  mines  and  railroads  are  control- 
led by  the  same  people.  The  moment  an  independent  operator  finds  the  mine  un- 
profitable, he  abandons  it  and  starts  up  another  operation  at  some  other  location. 
However,  where  there  is  joint  control  of  the  mines  and  railroads,  the  tonnage  (and 
necessarily  the  profits)  of  the  railroad  is  largely  dependent  upon  uninterrupted 
supply  and  steady  average  amounts  of  the  products  of  the  mines  located  on  such 
roads,  and  where  the  failure  to  realize  profits  in  mining  is  compensated  by  the  addi- 
tional profit  in  the  operation  of  the  road  on  account  of  the  coal  tonnage,  it  naturally 
follows  that  looking  forward  to  the  future  of  the  property,  they  can  afford  under 
these  circumstances  to  mine  the  coal  from  these  veins,  even  without  a  profit  on 
mining.''  —  House  Report,  1913,  no.  1442,  p.  15, 

^  An  independent  calculation  made  by  the  author,  covering  a  somewhat  longer 


164  THE  ANTHRACITE  COAL  COMBINATION 

"  more  than  sufficient  to  compensate  fully  those  companies  whose 
costs  of  production  have  increased  most  rapidly  during  recent 
years  and  at  the  same  time  has  very  greatly  increased  the  profits 
of  those  companies,  of  whom  there  are  at  least  several,  whose 
costs  of  production  either  decreased  or  remained  stationary 
during  the  same  period."  ^  The  Bureau  of  Labor  further 
pointed  out  that,  because  of  the  imusual  activity  in  the  latter 
part  of  191 2  after  the  settlement  of  the  strike,  the  mining  costs 
of  one  important  company  were  actually  lower  during  the  last 
six  months  of  191 2  than  during  any  year  since  1903,  in  spite  of  the 
increased  wage  payments  required  by  the  settlement  of  May  20, 
191 2,  and  that,  as  a  result  of  the  high  price  charged,  the  net 
earnings  of  this  company  during  the  last  six  months  of  191 2 
exceeded  the  net  earnings  of  any  entire  year  since  1902.2 

It  would  appear,  therefore,  that  the  burden  of  the  strike  of 
191 2  was  shifted  to  the  consumers  of  coal,  and  that  an  additional 
toll  was  taken  to  increase  the  profits  of  the  anthracite  companies.^ 

period  than  that  considered  by  the  Bureau,  confirms  the  correctness  of  the  Bureau's 
figures. 

^  House  Report,  1913,  no.  1442,  pp.  12,  S3- 

2  Ibid.,  p.  13.  A  further  profit,  in  addition  to  that  resulting  from  the  higher 
price  of  their  own  coal,  was  secured  by  the  raihoads  or  their  coal  companies.  Until 
the  decision  of  the  Supreme  Court  in  December,  191 2,  these  companies  bought 
a  large  amount  of  coal  under  the  65  per  cent  contracts.  The  operators  under 
contract  paid  the  miners  the  same  increase  in  wages  as  the  larger  coal  companies, 
but  received  only  65  per  cent  of  the  25  cents  advance  on  the  prepared  sizes,  or 
16.25  cents  per  ton  to  compensate  for  increased  mining  costs.  The  balance  (8.75 
cents)  went  to  the  railroad  coal  company.  The  latter,  therefore,  not  only  got  25 
cents  more  per  ton  on  the  prepared  sizes  to  compensate  for  the  higher  cost  of 
mining,  but,  in  addition,  8.75  cents  on  every  ton  of  prepared  sizes  bought  under 
contract.  This  additional  profit,  however,  proved  short-hved,  as  these  contracts 
were  shortly  thereafter  declared  illegal  by  the  Supreme  Court 

'  A  still  further  increase  in  the  price  of  coal  may  follow  in  the  near  future.  In 
the  latter  part  of  June,  1913,  a  bill  passed  the  Pennsylvania  Legislature  providing 
that  every  ton  of  anthracite  prepared  for  market  in  the  State,  shall  be  subject  to  a 
State  tax  of  two  and  one-half  per  centum  of  the  value  of  the  coal  when  prepared  for 
market.  .  (Laws  of  Penn.,  1913,  no.  374).  The  constitutionality  of  this  act  is  being 
contested  in  suits  brought  for  that  purp>ose.  Should  the  tax  be  upheld,  a  general 
increase  in  the  price  of  anthracite  may  be  expected,  if  reliance  is  to  be  placed  upon 
the  trade  pap>ers.  Some  companies  have  already  advanced  prices  by  the  amount  of 
the  tax,  and  resolutions  have  been  passed  by  the  Philadelphia  Coal  Exchange  (an 
association  composed  of  retail  dealers)  that  the  price  of  anthracite  will  have  to  be 
raised  because  of  the  tax.     {Chron.,  97:  215  (1913)). 
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These  increases  in  the  price  of  anthracite  coal  in  excess  of  the 
increase  in  the  cost  of  mining,  and  the  method  by  which  a  uniform 
advance  was  brought  about,  indicate,  as  has  been  said,  the 
existence  of  a  combination  controUing  the  anthracite  coal  trade. 
More  conclusive  evidence  is  furnished  by  a  comparison  of  the 
average  monthly  prices  received  for  coal  before  1901,  a  period  of 
more  or  less  competition,  with  those  received  since  1901,  in  which 
years  a  combination  has  been  effectively  developed.  This 
comparison  will  serve  to  bring  out  the  second  influence  of  the 
combination,  viz.,  a  noteworthy  steadying  of  the  price  of  coal. 

An  examination  of  the  chart  ^  reveals  clearly  the  great  fluctua- 
tions in  the  price  of  coal  prior  to  1901.  Stove  coal  rose  from 
$3.71  in  1890  to  $4.19  in  1893,  declined  to  $3.13  in  1895,  reached 
$4.01  in  1897,  fell  to  $3.70  in  1899,  and  rose  in  the  following  year 
to  $3.94.  The  averages  for  the  year  varied  all  the  way  from  $3.13 
in  1895  to  $4.19  in  1893.  This  irregularity  occurred  likewise  in 
the  monthly  prices.  In  January,  for  instance,  the  price  varied 
from  $3.29  in  1896  to  $4.58  in  1893,  ^  difference  of  $1.29.  In 
February  there  was  a  difference  of  $1.12  between  the  high  and 
low  water  mark,  and  in  March  one  of  $.76.  Comparisons  of 
August  and  September,  1892,  with  the  same  months  in  1895, 
show  a  difference  of  $1.53  and  $1.67  respectively.  The  greatest 
contrasts  appear  between  the  high  prices  of  1892-1893,  and  the 
rather  low  prices  of  1895-1896,  yet  the  same  irregularity,  though 
somewhat  less,  occurs  in  all  the  other  years,  whether  a  comparison 
be  made  of  the  prices  for  the  same  month  in  different  years  or  the 
prices  for  the  twelve  months  of  the  same  year.  The  year  1897, 
however,  is  an  exception,  as  in  that  year  the  price  received  was 
quite  uniform  save  for  the  last  month  of  the  year. 

In  marked  contrast  is  the  movement  of  prices  since  1901 .  The 
average  price  for  the  year  rose  from  $3.94  in  1900  to  $4.32  in 
1 90 1,  to  $4.46  in  1902,  to  (after  the  introduction  of  the  new  price 
schedule  in  the  closing  months  of  1902)  $4.82  in  1903,  and  from 
then  until  1912  remained  steadily  at  $4.82  ($4.81  in  191 1),  with 
the  exception  of  the  year  1906,  when  the  average  for  the  year  was 
slightly  higher  on  account  of  the  suspension  of  the  usual  April 

*  Based  on  the  table  on  pp.  156-157. 
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discount.  This  remarkable  steadiness  of  price  was  not  affected 
even  by  the  panic  of  1907  and  the  resulting  depression,  the 
average  for  the  year  and  the  monthly  prices  showing  no  change. 
In  191 2  the  price  rose  to  $5.03,  and  in  1913  to  $5-06.  This  same 
general  stability  of  price  appears  upon  an  examination  of  the 
average  monthly  selling  price.  With  the  exception  of  the  sum- 
mer discounts  the  price  from  November,  1902.  to  May,  191 2,  and 
from  June,  191 2,  to  December,  1913,  has  steadily  averaged  $4.95 
and  $5.20,  respectively,  with  only  the  difference  of  a  cent  here 
and  there.  The  only  divergence  from  the  regular  price  of  $4.95 
($5.20  since  June,  191 2)  is  in  the  summer  months,  April  to  August. 
This  variation  strengthens,  however,  rather  than  weakens  the 
conviction  that  the  price  of  anthracite  is  controlled  by  a  com- 
bination of  carriers,  or  their  respective  coal  companies.  In  April, 
1 90 1,  there  was  introduced  the  summer  discount,  whereby  the 
circular  price  was  reduced  50  cents  per  ton  in  April,  and  then 
increased  10  cents  per  ton  in  each  succeeding  month,  until  the 
full  price  was  reached  in  September.  This  discount  has  been 
made  regularly  every  year  since  1901,  with  two  exceptions.  In 
1906  none  was  made  in  April,  because  of  the  suspension  of  mining 
operations  in  that  month,  which  made  it  seem  inadvisable  to 
stimulate  the  demand  for  coal  at  a  time  w^hen  there  was  consider- 
able prospect  of  a  scarcity.  The  regular  ]May  discount,  however, 
was  put  into  effect,  and  the  course  of  prices  for  the  rest  of  the  year 
was  as  usual.  In  191 2,  also,  the  April  and  May  discounts  were 
omitted  for  similar  reasons,  but  in  June  the  regular  discounts  were 
restored.  The  fact  that  the  discounts  from  the  standard  price 
occur  regularly  indicates  that,  whereas  prior  to  1901  prices  varied 
in  accordance  with  the  condition  of  the  trade,  after  1901  guiding 
hands  have  held  them  steady,  such  changes  as  take  place  coming 
uniformly  and  at  a  definite  period. 

So  far  as  its  effect  upon  the  trade  is  concerned,  the  practice  of 
giving  a  discount  in  the  summer  months  has  exerted  a  beneficial 
influence.  Prior  to  its  introduction  in  1901,  there  had  been  a 
considerable  concentration  of  the  shipments  (and  production) 
within  certain  months  of  the  year.  The  collieries  had  been  oper- 
ated at  practically  full  capacity  during  the  fall  and  winter  months, 
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and  had  lain  idle  or  had  been  operated  at  partial  capacity  during 
portions  of  the  spring  and  summer  months.  The  policy  of  reduc- 
ing prices  during  the  summer,  when  the  demand  normally  would 
be  at  its  lowest,  has  been  successful  in  equaHzing  the  production 
throughout  the  year.  This  is  shown  by  the  results  in  191 1,  a  nor- 
mal year.  The  average  shipments  for  the  six  months  from  April 
to  September  were  5.7  milhon  tons,  and  those  for  the  first  three 
months  and  the  last  three  months  averaged  5.9  million  tons.^  As 
a  general  thing,  the  collieries  are  now  operated  practically  as 
actively  in  summer  as  in  winter. 

The  discount  system,  therefore,  has  made  it  possible  for  the 
mining  companies  to  operate  at  much  nearer  full  capacity  than 
was  possible  prior  to  the  adoption  by  the  combination  of  a  definite 
price  with  regularly  recurring  discounts.  And  the  ability  to 
operate  more  continuously  has  added  greatly  to  the  profits  of  the 
anthracite  companies,  as  a  considerable  element  of  expense  con- 
tinues whether  or  no  the  mines  are  in  operation.  This  would 
seem  to  be  the  only  ''  economy  of  combination  "  which  has  been 
secured,  and  from  the  very  nature  of  the  combination,  the  only 
economy  which  can  be  secured,  unless  some  arrangement  is  made 
for  a  joint  selling  agency.  Proposals  looking  toward  this  end 
have  been  suggested,  but  have  never  yet  been  carried  out.  But 
so  far  as  it  goes,  the  pohc}^  of  a  stable  price  with  regular  seasonal 
deductions  has  been  helpful  in  securing  a  more  even  distribution 
of  production,  and  thereby  reducing  for  the  anthracite  companies 
the  costs  of  operation,  and  for  the  miners  the  all  too  great  irregu- 
larities of  employment. 

To  return  from  this  digression,  the  control  of  the  trade  by  a 
combination  is  indicated  in  still  another  way,  by  a  comparison  of 
the  variation  of  the  selling  price  from  the  circular  price  during 
the  period  of  competition  and  during  the  period  of  combination. 
The  variation  in  1899,  the  year  preceding  the  rise  in  price  in 
1900,  is  shown  in  the  table  on  the  next  page. 

As  there  was  some  difference  in  the  circular  prices  of  the  differ- 
ent companies  in  1899,  those  of  a  typical  company,  the  Lehigh  and 
Wilkes-Barre  Coal  Company,  have  been  taken.     It  has  not  been 

^  Mineral  Resources,  191 2,  pt.  2,  p.  187. 
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possible  to  ascertain  the  prices  actually  received  for  stove  coal 
alone  by  this  company  in  1899,  hence  use  has  been  made  of  the 
average  selling  price  of  stove  coal  for  all  the  companies.  Exact 
comparisons,  therefore,  cannot  be  dra'v\Ti,  yet  the  prices  received 
by  the  Lehigh  and  Wilkes-Barre  Coal  Company  approximate 
closely  enough  the  average  price  received  by  all  the  companies 
to  show  that  in  1899  the  circular  price  was  not  well  observed. 

Circular  Price  i  Actual  Average  - 
of  Lehigh  and    Monthly  Selling 

Wilkes-Barre     Price,  as  Quoted 

Coal  Co.  on  by  the 

Stove  Coal,  New      Bureau  of 

York  Harbor  Labor 

Januaty.  .  .  .  $3.95  $3.56 

February...  3.90  3.54 

March 3.90  7,.x,2 

April 3.90  3.56 

May 3.90  3.63 

June 3.90  3.65 

July 4.15  3.67 


Circular  Price 
of  Lehigh  and 
Wilkes-Barre 
Coal  Co.  on 
Stove  Coal.  New 
York  Harbor 

Actual  Average 

Monthly  Selling 

Price,  as  Quoted 

by  the 

Bureau  of 

Labor 

August S4.15 

$3.68 

September  .     4.15 

3.80 

October.  ...     4.15 

391 

November.  .    4.15 

3-95 

December.  .     4.15 

398 

Average 


S4.03 


$3-70 


There  was  considerable  variation  in  each  month,  and  the  average 
selling  price  for  the  year  was  ^;i,  cents  below  the  circular  price  of 
the  company.  The  function  of  the  circular  seems  to  have  been 
to  serve  as  a  basis  for  a  discount  in  prices. 

Since '1903  the  circulars  of  the  different  companies  have  been 
uniform  for  the  same  grade  of  coal  ^  (wdth  this  exception,  that  the 
prices  quoted  by  the  companies  reaching  the  lower  ports  are  5 
cents  a  ton  less  than  those  for  the  companies  reaching  the  upper 
ports).  The  circular  price  at  the  lower  ports  and  the  average 
monthly  selling  price  for  1903  are  shown  on  the  following  page. 
It  is  apparent  that  the  divergence  of  the  selHng  price  from  the 
circular  price  of  $4.95  for  the  lower  ports  and  of  S5.00  for  the 
upper  ports  was  very  shght  in  1903,  and  as  both  the  circular  and 
the  selhng  prices  remained  about  the  same  until  the  recent  ad- 
vance in  1912,^  it  is  clear  that  the  circulars  have  been  adhered 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  E.xh.  191. 

2  Bulletin  of  Bureau  of  Labor,  March,  1902. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  p.  122.  Testimony  of  the 
general  sales  agent  of  the  Lehigh  and  Wilkes-Barre  Coal  Company. 

■•  The  Bureau  of  Labor  states  (March,  19 13)  that  on  the  popular  domestic  sizes  — 
egg,  stove,  and  chestnut — the  full  circular  price  is  ordinarily  obtained.  House 
Report,  1913,  no.  1442,  p.  56. 
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to  closely.  The  president  of  the  Lackawanna  admitted  that, 
though  they  were  continually  seeking  new  markets  and  new  cus- 
tomers, they  had  not  found  it  necessary  to  depart  from  the  circular 
price. ^  The  sales  agent  of  the  Philadelphia  and  Reading  Coal  and 
Iron  Company  testified  that  his  company  had  generally  allowed 
dealers  15  cents  off  from  its  earlier  circulars,  but  that  no  deduction 
was  allowed  from  the  circular  issued  after  the  strike  of  1902,  the 
first  time  within  his  recollection  that  no  discount  had  been 
permitted.^ 

Actual  Selling 
Circular  Price  Price  at 

for  Lower  Ports  ^   Lower  Ports  * 

January ....  $4.95  $4.95 

February...  4.95  4.95 

March 4.95  4.95 

April 4.45  4.45 

May 4.55  4.55 

June 4.65  4.64 

July 4.75  4-75 


Circular  Price 
for  Lower  Ports 

Actual  Selling 

Price  at 
Lov/er  Ports 

August  ....  $4.85 

$4.85 

September  .     4.95 

4-95 

October ....     4.95 

4-95 

November.  .    4.95 

4-95 

December.  .     4.95 

4-95 

Average 


4.82 


4.82 


The  close  adherence  to  the  circular  price  is  brought  out  also 
by  the  table  ^  on  page  170,  showing  the  difference  between  the 
circular  prices  for  stove  coal  published  by  the  companies,  and 
the  prices  actually  received  by  them. 

The  two  months,  April  and  December,  are  representative,  April 
being  the  month  of  the  full  discount,  and  December  a  month 
when  the  regular  price  has  again  been  reached.  The  divergence 
in  the  case  of  the  Lehigh  Valley  Coal  Company,  the  Lehigh  and 
Wilkes-Barre  Coal  Company,  the  Lackawanna  Railroad,  and  the 
Hillside  Coal  and  Iron  Company,  is  very  small.  The  average 
monthly  divergence  of  the  selling  price  from  the  circular  price  is 
less  than  one  per  cent.     The  Reading  Coal  and  Iron  Company 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  2541. 

^  Ibid.,  p.  725. 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iii,  Exhs.  177  and  178. 
Circular  price  is  $5  at  upper  ports. 

^  Bulletin  of  Bureau  of  Labor,  March,  1904.  Correspondence  with  the  Bureau  has 
developed  the  fact  that  the  wholesale  prices  quoted  by  the  Bureau  are  the  prices  at 
the  lower  ports. 

^  Transcript  of  Record  in  Sherman  A  nti-Trust  Case,  vi,  Erie  Railroad  Exhs. ,  no.  1 8, 
pp.  509  et  seq.  Figures  italicized  represent  excess  of  price  received  above  circular 
price;   those  not  italicized  indicate  excess  of  circular  price  above  price  received. 
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alone  appears  to  disregard  its  circular.  Its  figures,  however,  need 
some  explanation.  Mention  has  been  made  of  the  fact  that  up  to 
the  latter  part  of  1902  the  Reading  Coal  and  Iron  Company  gen- 
erally allowed  dealers  15  cents  off  from  its  circulars,  which 
brought  the  prices  received  by  it  to  just  the  level  of  the  prices  re- 
ceived by  the  other  companies.  After  making  this  correction  it 
would  appear  that  this  company  still  received  less  than  did  the 

p.  &  R.  L.  V.  L.  &  W.  B. 

C.  &  I.  Co.         C.  Co.  C.  Co.  Lacka.       H.  C.  &  I.  Co. 

December,  1900 S0.31  $0.02  $0.02  $0.04  $0.13  ^ 

April,  1901 20  .02  .02  .02  .04  ^ 

December,  1901 .20  .04  .01  .01  .01 

April,  1902 .20  .04  .01  .00  .02 

December,  1902 .05  .08  .00  .00  .01 

April,  1903 05  .05  .00  .cx>  .01 

December,  1903 05  .00  .00  .00  .01 

April,  1904 05  .oj  .00  .00  .03 

December,  1904 05  .01  .01  .00  .02 

April,  1905 05  .02  .00  .00  .03 

December,  1905 .05  .00  .00  .00  .02 

April,  1906 05  .02  .00  .00 

December,  1906 05  .00  .00  .00  .02 

April,  1907 05  .02  .00  .01  .02 

December,  1907 05  .01  .01  .00  .02 

April,  1908 05  .01  .00  .00  .02 


December,  1908 pricS^"  -^^  -^^  -^  -^^ 


No  circular 
prices 

Total Si. 51  $0.37  S0.08  $0.08  $0.42 


other  coal  companies.  The  difference  of  5  cents,  appearing  regu- 
larly, can,  however,  Hkewise  be  explained.  The  circular  of  the 
Reading  quotes  the  price  at  Port  Liberty,  which  is  the  base,  but 
the  main  terminal  of  the  Reading  Railway,  at  which  practically 
all  the  tide-water  coal  is  sold,  is  Port  Reading.  The  price  received 
at  Port  Reading  is  5  cents  less  than  is  the  price  at  Port  Liberty,  in 
order  to  make  up  for  the  greater  cost  of  towing  from  Port  Read- 
ing.2  When  these  corrections  are  made,  it  is  evident  that  there 
has  been  no  divergence  of  the  selling  price  from  the  circular  price. 
This  uniformity  of  the  price  circulars  and  of  the  prices  received 
by  the  different  companies  seems  to  have  been  brought  about  at 

^  Includes  Pennsylvania  Coal  Company. 

2  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  iv,  p.  605. 


THE  PRICE  AND  SALE  OF  COAL  171 

times  through  conferences  of  the  presidents  of  the  coal  companies, 
meeting  "  casually."  An  instance  of  one  of  these  meetings  is  fur- 
nished in  the  testimony  of  President  Olyphant  of  the  Delaware 
and  Hudson.  During  the  strike  of  1902  the  market  price  of  coal 
for  a  time  was  $8  or  $9.     President  Olyphant  was  asked:  — 

How  was  it  that  this  common  price  of  $5  a  ton  was  maintained  by  the 
companies  when  the  market  price  was  $8  or  $9  ?  —  Mr.  Olyphant :  It  was 
because  of  consideration  for  the  public,  that  we  desired  to  serve  decently.  — 
Mr.  Shearn:  With  whom  did  you  discuss  the  matter  before  you  came  to  that 
conclusion  ?  —  Mr.  Ol3^hant :  I  think  at  a  meeting  not  held  with  reference 
to  that  matter  but  one  necessitated  by  the  conditions  of  the  strike  —  it  was 
a  casual  remark  made  by  a  president  of  a  coal  company,  I  forget  now  who 
—  '*  Well,  don't  let  us  put  the  price  above  $5  to  the  public,  anyhow,"  and 
everybody  said,  "  That  is  right,"  and  we  went  off  with  that  idea.  There  was 
no  more  conference  than  that  about  it.  — Mr.  Shearn:  Do  you  recoUect  who 
were  present,  Mr.  Olyphant  ?  —  Mr.  Olyphant:  I  think  the  presidents  of  the 
roads  —  and  outside  coal  operators  and  others.  —  Mr.  Shearn:  Was  Mr. 
Baer  there  ?  —  Mr.  Olyphant :  I  hope  so,  he  is  a  pleasant  fellow.  —  Mr. 
Shearn:  What  is  your  recollection  as  to  whether  Mr.  Baer  was  there  ?  —  Mr. 
Olyphant:  I  think  probably  he  was.  —  Mr.  Shearn:  And  President  Thomas, 
do  you  recollect  whether  he  was  there?  —  Mr.  Olyphant:  Yes,  sir;  I  just 
told  you  I  thought  they  were  all  there.  —  Mr.  Shearn:  Do  you  recollect  who 
it  was  that  made  the  suggestion  at  that  meeting  ?  —  Mr.  Olyphant :  I  told 
you  I  did  not.  I  think  I  was  going  out  the  door  at  the  time.  —  Mr.  Shearn: 
Then,  it  was  a  casual  remark,  made  as  you  were  going  out  the  door  that 
settled  what  the  price  of  coal  was  going  to  be?  —  Mr.  Olyphant:  Yes,  sir.  I 
am  sure  the  public  were  very  much  obHged  to  us  for  doing  it.^ 

The  workings  of  the  system  were  shown  by  the  editor  of  the 
Coal  Trade  Journal.  When  asked  by  the  Industrial  Commission 
how  he  explained  the  uniform  circular,  if  there  was  no  agreement, 
he  answered :  — 

A.  Oh,  I  don't  know.  It  is  the  advance  in  civilization,  I  guess.  ...  I 
do  not  know  but  there  is  a  telephone  that  might  be  used  by  somebody  to  ask, 
"  What  are  you  going  to  ask  for  coal  ?  I  have  my  circulars  all  at  the  print- 
er's and  I  am  ready  to  send  them  out.  I  am  going  to  ask  so  and  so."  "  All 
right,"  might  be  the  response;  "  I  will  ask  the  same."  ...  Q.  This  com- 
munication by  telephone  or  wireless  telegraphy,  whatever  you  might  call  it, 
answers  the  same  purpose  as  the  combination  would,  does  it  not  ?  —  A.  It 
seems  to  be  a  wonderful  invention;  it  beats  writing  on  a  piece  of  paper  and 
putting  a  signature  to  it.  —  Q.  In  what  way  does  it  beat  it  ?  —  A.  No  record 
kept.  —  Q.   In  other  words,  if  there  were  a  record  kept,  would  it  be  an  illegal 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  1338-1340. 
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combination,  conspiracy,  or  something  of  that  kind  ?  —  A.  So  construed 
by  a  good  many  lawyers  in  Congress,  you  know. —  Q.  It  might  be  conspiracy 
in  restraint  of  trade  ?  —  A.   It  might  be.^ 

The  general  course  for  a  number  of  years  appears  to  have  been 
for  the  Reading,  as  the  largest  producer,  to  issue  its  circular,  and 
for  the  others  to  adhere  to  the  price  thus  fixed.  There  is  consid- 
erable testimony  upon  this  point.  Mr.  Peters,  whose  firm  handles 
the  product  of  the  Hillside  Coal  and  Iron  Company  and  of  the 
Pennsylvania  Coal  Company,  said  in  speaking  of  the  Reading 
Coal  and  Iron  Company, ''  they  are  the  largest  producers,  we  look 
to  them  as  the  fathers  of  the  anthracite  trade,  they  have  been  in  a 
good  many  years,  and  when  they  have  made  their  figures  we  en- 
deavor to  get  as  much  money  for  the  product  of  the  people  we 
represent  as  the  Reading;  if  we  could  not,  I  do  not  beheve  we 
could  hold  our  jobs."  ^  President  Olj^Dhant  of  the  Delaware  and 
Hudson  said,  ''  I  think  the  general  course  has  been  for  the  Read- 
ing, it  being  the  largest  company,  to  put  out  its  price  and  all  the 
others  have  to  do  is  to  follow."  ^  President  Truesdale  of  the 
Lackawanna,  when  asked  to  explain  how  it  was  that  the  circulars 
were  uniform,  if  there  were  no  agreement,  said,  ''  There  is  no 
agreement  or  understanding.  One  company  fixes  —  one  of  these 
leading  companies  fLxes  its  price  on  coal  and  fixes  the  discount. 
None  of  the  other  companies  can  get  more  than  that;  it  is  abso- 
lutely out  of  the  question."  ^  Mr.  Harris,  formerly  president  of 
the  Reading,  testified  that  the  other  companies  frequently  fol- 
lowed its  circular,  though  it  was  a  matter  entirely  of  their  own 
volition.-^  The  sales  agent  of  the  Reading  Coal  and  Iron  Com- 
pany also  testified  that  he  sent  the  price  circulars  of  his  company 
to  the  sales  agents  of  all  the  other  companies,  but  this  was  purely 
a  matter  of  courtesy.^ 

President  Baer  has  explained  why  it  is  that  the  price  circular  of 
the  Reading  is  the  standard.     ^'  The  price  of  the  entire  supply  of 

^  Industrial  Commission,  ix,  pp.  516-517. 

2  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  p.  1307. 

3  Ibid.,  p.  1335. 

*  Ibid.,  p.  2421. 

*  Industrial  Commission,  ix,  p.  604. 

*  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  718-720. 
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anything  necessary  for  a  community  will  be  regulated  by  the  cost 
of  production  of  that  portion  of  the  necessary  supply  which  is  pro- 
duced at  the  greatest  expense."  ^'  If  the  price  of  anthracite  coal 
were  fixed  so  as  not  to  yield  a  profit  to  our  Coal  and  Iron  Com- 
pany, the  result  would  be  that  the  mines  would  stop  for  a  short 
time,  and  the  price  of  coal  would  necessarily  go  up,  because  the 
withdrawal  of  thirty  per  cent  of  any  commodity  would  naturally 
affect  the  price,  and  the  final  result  would  be  that,  the  price  ad- 
vancing our  mines  would  resume  operations  again.  Therefore, 
it  is  the  general  custom  of  the  other  companies,  I  beheve,  to  fol- 
low our  circular.  We  fix  the  best  price  we  can  get,  and  the 
Wyoming  region  and  the  people  that  can  produce  coal  cheaper 
than  we  do,  necessarily  follow  our  price,  because  it  would  be 
foolish  for  them  to  undertake  to  cut  it,  when  there  is  a  market  for 
the  reasonable  output  of  existing  mines,  taking  it  year  in  and  year 
out."  1 

The  other  coal  companies  were  able  without  any  difficulty  to 
keep  their  prices  on  a  level  with  those  of  the  Reading  Coal  and 
Iron  Company,  because  the  determination  of  prices  was  vested  in 
the  hands  of  their  presidents,  who  realized  the  advantages  of  har- 
monious action.  The  sales  agent  of  the  Lehigh  and  Wilkes-Barre 
Coal  Company  testified  that  President  Baer  determined  the  price 
to  be  charged  by  the  coal  company.  Mr.  Baer  generally  sent  his 
instructions  just  before  the  first  of  each  month.  He  (the  sales 
agent)  never  made  any  changes  in  these  prices  without  first 
consulting  Mr.  Baer.^  The  presidents  of  several  of  the  other  coal 
companies  testified  that  the  price  of  coal  was  fixed  under  their 
direction.  Up  to  191 2  it  seemed  to  be  mutually  understood  that 
the  circular  price  was  to  be  $4.95  ($5.00  at  the  upper  ports),  with 
the  regular  summer  discounts.  No  more  binding  arrangement 
appeared  to  be  necessary.  And  since  the  middle  of  191 2  the  un- 
derstanding has  been  that  the  price  is  to  be  $5.20  and  $5.25, 
respectively. 

The  railroads  or  their  coal  companies  control  the  wholesale 
price  of  coal  in  New  York  Harbor.     In  some  cases  these  coal  com- 

*  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  11 76-1 177. 
2  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  799-800. 
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panies  maintain  their  own  sales  offices,  and  conduct  the  business 
directly  through  their  sales  officers.  In  other  cases  the  business 
is  carried  on  through  regularly  appointed  agents  working  on  a 
commission  basis.  But  between  these  different  companies,  or 
their  sales  agents,  there  is  no  competition  affecting  the  price  of 
coal.  Such  competition  as  there  is  bears  on  the  quality  of  coal 
and  its  preparation.  An  illustration  may  be  given  of  the  way  in 
which  competition  in  prices  has  been  prevented.  In  1901  there 
had  been  considerable  price-cutting  in  Brookl}Ti,  always  a  highly 
competitive  market.  Mr.  Ruley,  the  head  of  the  Bureau  of  Anth- 
racite Coal  Statistics  (this  Bureau  is  paid  by  the  carriers  to  collect 
the  statistics  of  tonnage  and  prices)  was  requested  (in  1901)  by 
one  or  two  of  the  coal  companies  to  ascertain  the  prices  in  the 
Brooklyn  market.  The  Bureau  thereupon  collected  monthly 
from  each  railroad  coal  company  information  as  to  the  amount 
of  its  sales  in  Brookl^Ti,  with  the  prices  received.  These  prices 
were  compiled  in  a  table,  and  sent  to  the  various  companies, 
—  this  has  been  done  regularly  since  then  with  the  result  that  the 
discrepancies  between  the  prices  received  by  them  have  been 
much  less  than  they  were  in  1901,  when  the  statistics  were  first 
compiled.  This  report  was  made  solely  with  reference  to  the 
Brooklyn  market,  and  was  not  necessary  for  any  purpose  relating 
to  the  price  of  labor  or  the  amount  which  was  to  go  to  the  individ- 
ual operators  under  the  percentage  contracts.  It  was  prepared 
in  order  to  eliminate  the  shading  of  prices,  it  being  believed  that 
the  practice  would  be  stopped,  were  the  fact  of  price-cutting  gen- 
erally known,  and  Mr.  Ruley's  testimony  indicates  that  the 
report  has  had  this  effect.^ 

Fortunately  for  the  anthracite  companies  there  is  no  foreign 
competition  to  be  feared.  Though  anthracite  coal  has  been  free 
of  duty  since  1870,  practically  no  coal  has  ever  been  imported. 
The  greatest  imports  in  any  one  year  were  in  1903,  when  151,000 
tons  were  brought  in.  In  the  two  strike  years,  1900  and  1902, 
when  the  need  for  anthracite  was  at  its  greatest,  the  imports 
were  only  118,000  and  73,000  tons  respectively,  and  in  1909  the 

^  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  v,  pp.  982,  988-990. 
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imports  were  less  than  5,000  tons.^  So  far  as  its  effect  on  the 
combination  is  concerned,  foreign  competition  may  be  said  to  be 
non-existent. 

The  competition  of  other  fuels  does  not  operate  to  limit  mark- 
edly the  price  which  the  combination  may  set.  The  principal 
competitor  of  anthracite  is  soft  coal.  The  lower  price  of  bitumin- 
ous coal  has  confined  the  sale  of  anthracite  to  the  eastern  states, 
and  those  western  cities  which  are  accessible  by  the  lakes.  But 
for  domestic  purposes  anthracite  is  so  far  superior  to  bituminous 
that  its  relative  dearness  has  not  prevented  anthracite  from  find- 
ing a  market  at  high  prices  in  the  sections  of  the  country  accessi- 
ble through  comparatively  low  freight  rates.  The  competition  of 
bituminous  affects  primarily  the  smaller  sizes  of  anthracite,which 
are  used  for  steam  purposes.  These  small  sizes,  which  are  a  by- 
product of  the  larger  or  domestic  sizes,  are  sold  at  varying  prices, 
according  to  the  grade,  but  approximate  more  nearly  the  prices 
charged  for  bituminous  coal.  To  some  extent,  also,  coke,  gas, 
and  petroleum  oils  enter  into  competition  with  anthracite,  but 
not  sufficiently  to  limit  to  any  considerable  degree  the  price  which 
may  be  charged  for  anthracite.  As  much  was  admitted  by  the 
counsel  of  the  Philadelphia  and  Reading  Railway  in  the  Hearst 
Investigation  in  1903.  Mr.  Campbell  in  a  moment  of  impatience 
said,  ''  This  Commission  knows  now  as  well  as  they  will  if  they 
call  a  thousand  witnesses  that  the  price  of  coal  today  is  approxi- 
mately $5  a  ton;  that  it  could  be  $8  or  $10  if  the  operators  de- 
manded that  price."  ^ 

To  control  the  wholesale  price  of  coal  in  the  New  York  market 
is  to  control  the  price  in  the  main  distributing  center  for  anthra- 
cite. The  shipments  of  coal  to  the  New  York  Harbor  points  are 
approximately  25  per  cent  of  the  total  shipments,  and  about  30 
per  cent  of  the  shipments  passing  outside  of  the  State  of  Pennsyl- 
vania.3     The  importance  of  the  New  York  market  is  seen,  also, 

^  Saward's  Coal  Trade,  1901-1910;  and  O.  P.  Austin  Summary  of  Commerce  and 
Finance,  September,  1902,  p.  709. 

^  Files  of  Interstate  Commerce  Commission  in  Hearst  Case,  pp.  1344-1345. 

'  Transcript  of  Record  in  Sherman  Anti-Trust  Case,  ii,  pp.  647,  648,  650,  688,  706, 
738;  iii,  pp.  197,  214,  220;  also  Original  Petitions  in  Reading  Case  and  Lehigh 
Valley  Case,  see  Biblio.  nos.  172  and  173. 
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in  the  fact  that  the  price  there  sensed  until  191 2  as  the  basis 
for  the  pa\Tiients  to  the  indi\'idual  operators  under  the  percentage 
contracts,  and  also  as  the  basis  for  the  sHding  scale  of  wages. ^ 
The  railroad  coal  companies  control  likewise  the  wholesale  price 
of  coal  in  Philadelphia,  the  main  distributing  point  for  Pennsyl- 
vania.     The  circular  price  of  stove  coal  there,  for  example,  is 
consistently  25  cents  less  per  ton  than  it  is  at  the  upper  New  York 
Harbor  points. ^     The  important  consequences  of  controlling  the 
market  at  these  centers  becomes  clear  upon  a  consideration  of  the 
movement  of  anthracite  to  market.     In  general  anthracite  may 
be  said  to  move  to  New  York  and  Philadelphia  for  further  trans- 
portation north  and  south,  and  to  Buffalo  for  transportation  west. 
From  New  York  and  Philadelphia  the  coal  is  shipped  coastwise 
or  by  rail  to  New^  England  points,  and  to  a  smaller  extent  south- 
ward, the  southern  trade  being  distributed  along  the  Delaware 
and  ^Maryland  peninsulas  to  Baltimore,  Wasliington,  and  other 
points  within  easy  reach  of  the  coast.     The  movement  of  anthra- 
cite westward  is  chiefly  effected  from  Buffalo,  shipments  being 
made  by  lake  to  Chicago,  ^Milwaukee,  Duluth,  and  Superior. 
The  consumption  of  anthracite  in  the  west  is  primarily  in  the 
towns  accessible  to  the  lakes,  the  long  railroad  haul  to  the  interior 
towns  making  the  price  practically  prohibitive.      In  Cincinnati, 
for  example,  the  receipts  of  anthracite  in  1907,  a  t\'pical  year, 
were  only  about  25,000  tons,  which  was  less  than  i  per  cent  of  all 
the  coal  received  at  Cincinnati.^ 

The  distribution  of  the  consumption  of  anthracite  in  further 
detail  is  given  in  the  following  table."*  This  shows  the  consump- 
tion in  the  different  sections  of  the  country  (including  the  exports 
to  foreign  countries)  in  1882,  the  first  year  in  which  the  statistics 
were  kept,  and  in  1905,  the  last  year  for  which  they  are  available. 

^  In  191 2  the  Supreme  Court  declared  the  percentage  contracts  illegal;  and  the 
sliding  scale  of  wages  was  abolished  by  the  mutual  consent  of  the  operators  and  the 
miners. 

2  Saward's  Coal  Trade,  191 1,  p.  m;  also  Mineral  Resources,  191 2,  pt.  2,  p.  185. 

^  Saward's  Coal  Trade,  191 1,  p.  23. 

*  Atimial  Report  of  t lie  Geological  Survey  of  Pennsylvania,  1886,  pt.  3,  p.  1043,  for 
1882;  and  Saward's  Coal  Trade,  1908,  p.  130  for  1905.  For  the  distribution  of  the 
consumption  of  anthracite  by  states  in  1899,  see  Appendix,  Table  V. 
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1882  190S 

Total  Tons        Per  Cent       Total  Tons        Per  Cent 

N.  Y.,  Penn.,  &  N.  J 19,957,000  68.54  41,501,000  67.58 

New  England 5,064,000  17.39  8,692,000  14.15 

West 2,213,000  7.60  6,904,000  11.25 

South 1,168,000  4.01  2,080,000  3.39 

Pacific  Coast 49,000  0.17  1,000  .00 

Canada 616,000  2.12  2,187,000  3.56 

Other  countries 49,000  0.17  42,000  .07 

Total 29,120,000  61,407,000 

Between  1882  and  1905,  a  period  of  nearly  twenty-five  years,  the 
consumption  of  the  west  increased  relatively,  and  that  of  the 
New  England  states  declined  (relatively  only),  but  otherwise 
there  was  very  little  change  in  the  distribution  of  the  consumption 
of  anthracite  in  those  sections  of  the  country  for  which  the 
statistics  have  been  collected.  In  1905  about  30  per  cent  of  the 
coal  shipped  to  market  was  consumed  within  the  State  of  New 
York,  19  per  cent  in  Pennsylvania  (not  including  the  coal  con- 
sumed at  the  mines  or  locally),  and  12  per  cent  in  New  Jersey, 
making  a  total  consumption  within  these  three  states,  including 
the  supply  coal  of  the  railroads,  of  67.58  per  cent,  or  over  two- 
thirds  of  the  total. ^  A  little  over  14  per  cent  of  the  total  ship- 
ments were  consumed  within  the  New  England  States,  about 
II  per  cent  in  the  western  states,  not  including  the  Pacific  Coast 
where  the  consumption  is  practically  nil,  somewhat  less  than  4 
per  cent  is  taken  by  the  southern  states,  about  the  same  amount 
by  Canada,  and  less  than  i  per  cent  is  shipped  to  foreign  countries. 

To  fix  the  price  at  New  York  Harbor  and  at  Philadelphia  is  to 
fix  within  fairly  definite  limits  the  price  in  those  states  which  are 
accessible  to  these  main  distributing  points,  —  that  is.  New  York, 
New  Jersey,  Pennsylvania,  and  the  New  England  States.  These 
states  consume  over  four-fifths  of  all  the  anthracite  coal  shipped 
to  market. 

The  wholesale  price  at  these  distributing  points  determines  to 
some  extent,  as  a  matter  of  course,  the  retail  price  to  consumers 
throughout  the  field  of  distribution.  The  regular  wholesale  price 
of  stove  coal  at  New  York  Harbor  is,  as  noted  above,  $5.20  at  the 

*  Argument  of  counsel  for  defendant  railroads  in  Commodity  Clause  Cases,  p.  34. 
See  Biblio.  no.  167. 
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lower  ports  and  $5.25  at  the  upper  ports,  subject  to  the  usual 
summer  discount.      There  is,  however,  a  towing  charge  to  the 
docks  of  New  York  City  of  20  cents  from  the  lower  ports,  and  15 
cents  from  the  upper  ports,  making  a  uniform  price  in  New  York 
City  of  $5.40.      This  is  the  price  per  long  ton  of  2,240  pounds. 
Anthracite  is  retailed,  however,  by  the  short  ton  of  2,000  pounds. 
The  wholesale  price  per  short  ton,  therefore,  would  be  $4.82. 
The  prevaiHng  retail  price  of  this  coal  for  the  family  trade  is 
(19 1 3)  S6.75  during  the  winter  months  with  the  customary  dis- 
count in  the  summer  months.^     Over  one-fourth  of  the  price  paid 
by  the  consumer  is  made  up,  therefore,  of  the  retailer's  charges. 
Various  proposals  have  been  made  looking  toward  a  lessening  of 
the  margin  between  the  wholesale  and  the  retail  price  of  coal. 
This  margin,  however,  is  large  in  the  case  of  many  other  commodi- 
ties.     The  case  of  coal,  therefore,  is  but  a  part  of  the  general 
problem. 

To  sum  up:  the  wholesale  price  of  coal  has  increased  rapidly 
since  1900,  a  rise  only  partially  explained  by  the  increased  cost  of 
mining.  The  rise  in  price  has  been  accompanied  by  a  remarkable 
stability  in  price  from  year  to  year,  and  from  month  to  month. 
The  circulars  issued  by  the  several  coal  companies  have  been 
uniform,  and  the  deviations  from  the  circular  slight.  This  stabil- 
ity is,  doubtless,  the  result  of  an  understanding,  not  necessarily 
arrived  at  in  a  conference  to  fix  prices,  but  presumably  based 
on  a  tacit  agreement  to  follow  the  price  circulars  of  the  Reading 

^  Retail  price  bulletins  of  the  Bureau  of  Labor.  See  also  House  Report,  19 13, 
no.  1442,  pp.  69-71.  The  table  below  showing  the  "  prevaihng  "  retail  price  of 
stove  coal  in  representative  cities  on  October  15,  1913,  may  be  of  interest. 

Short  Ton  Short  Ton 

of  2000  Lbs.  of  2000  Lbs. 

Scranton,  Pa $4.50  Chicago $8.00 

Philadelphia 6.25  Milwaukee 8.00 

Newark,  N.J 6.25  St.  Louis 8.00-8.25 

New  York 6.75  Indianapolis 8.25 

Bufifalo 6.80  Manchester,  N.H 8.75 

Charleston,  S.C 6.90  Jacksonville,  Fla 9.00 

Cleveland 7.50  Minneapolis 9.25 

Richmond,  Va 7-75  ^«^ew  Orleans 10.00 

Boston 8.00  Omaha 10.75 

For  an  account  of  the  abnormal  heights  to  which  the  retail  price  of  coal  rose  in  cer- 
tain cities  on  account  of  the  scarcity  occasioned  by  the  suspens  on  in  191 2,  see  House 
Report,  1913,  no.  1442,  pp.  69-84;  also  retail  price  bulletins  of  the  Bureau  of  Labor. 
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Coal  and  Iron  Company.  Such  harmonious  action  is  rendered 
possible  by  the  control  exercised  over  prices  by  the  presidents 
of  the  coal  companies.  It  is  facihtated  by  the  absence  of  foreign 
competition  and  of  any  effective  competition  of  other  fuels.  The 
fixing  of  the  wholesale  price  at  New  York  and  Philadelphia 
determines  roughly  the  price  in  those  large  areas  which  draw  their 
supply  from  these  distributing  points. 


CIL\PTER  VIII 

THE  LEG-\L  STATUS  OF   THE   COMBIXATIOX 

The  conclusions  of  the  pre\dous  chapters  may  be  restated  in 
brief.  Practically  all  the  anthracite  coal  that  is  mined  is  con- 
trolled by  the  anthracite  carrying  raikoads  through  their  coal 
companies.  These  railroads  are  clearly  working  in  harmony  with 
each  other.  The  wholesale  price  of  coal  at  tide-water  is  fixed  by 
what  is,  for  practical  purposes,  a  combination  of  coal  companies, 
and  the  power  of  this  combination  to  fix  the  price  is  not  limited 
at  present  by  any  fear  of  foreign  competition,  nor  to  any  consider- 
able extent  by  the  danger  of  losing  its  market  through  the  use  of 
substitutes.  The  combination  fixed  in  1900  a  materially  higher 
price  for  anthracite  coal  —  a  price  which  has  been  steadily  main- 
tained, or  increased.  Numerous  attempts  have  been  made  to 
dissolve  this  combination.  The  present  chapter  deals  with  these 
attempts. 

The  poHcy  of  the  State  of  Pennsylvania,  up  to  the  time  of  the 
adoption  of  the  Constitution  of  1874,  was,  as  has  already  been  told 
in  some  detail,^  to  encourage  the  development  of  its  anthracite 
coal  fields  by  granting  to  the  raihoads  mining  privileges,  or  the 
authority  to  acquire  the  stock  of  companies  engaged  in  the  mining 
of  coal.  The  abuses  attendant  upon  this  poHcy  led  in  1874  to  a 
constitutional  prohibition  against  the  uniting  of  transportation 
and  mining  privileges.  This  prohibition,  however,  had  little 
effect.  In  spite  of  numerous  investigations  and  suits  —  state 
and  national  —  there  was  built  up,  within  a  few  years  after  1898, 
a  combination  which  has  controlled  effectively  the  production  of 
coal,  has  prevented  competition  in  its  shipment  to  market,  and  has 
determined  its  selling  price.  The  different  companies  joined  to- 
gether in  this  combination  became  involved  in  serious  labor  diffi- 
culties in  both  1900  and  1902.     The  strike  of  1902  was  especially 

1  See  ch.  H. 
z8o 
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bitter  and  prolonged,  being  settled  finally  through  the  interven- 
tion of  the  President  of  the  United  States,  and  by  the  appoint- 
ment of  a  Commission  to  adjudicate  the  questions  at  issue.  The 
Commission  awarded  an  increase  in  wages,  an  award  which 
served  for  the  combination  as  the  justification  for  a  considerable 
advance  in  the  price  charged  for  coal. 

The  strike  of  1902  and  the  resulting  rise  in  price  provoked  the 
first  attack  upon  the  combination.  Mr.  William  Randolph 
Hearst  on  November  3,  1902,  filed  a  petition  with  the  Interstate 
Commerce  Commission  to  secure  the  dissolution  of  the  anthracite 
coal  combination.^  Mr.  Hearst  had  endeavored  to  persuade  the 
Attorney  General  of  the  United  States  to  institute  proceedings 
under  the  Sherman  Anti-Trust  Act,  but  having  failed  in  this,  he 
addressed  the  Interstate  Commerce  Commission.  His  petition 
complained  that  the  Philadelphia  and  Reading,  the  Central  of 
New  Jersey,  the  Lehigh  Valley,  the  Lackawanna,  the  Delaware 
and  Hudson,  the  Pennsylvania,  the  Erie,  the  New  York,  Susque- 
hanna and  Western,  and  the  New  York,  Ontario  and  Western  ^ 
were  charging  rates  that  were  unreasonable  in  violation  of  Section 
I  of  the  Act  to  Regulate  Commerce;  that  discriminated  against 
producers  who  did  not  ship  on  a  contract  basis  in  violation  of  Sec- 
tion 2 ;  that  were  unduly  high  as  compared  with  the  rates  on  bitu- 
minous coal  and  other  ce.rload  freight  in  violation  of  Section  3; 
and  finally  that  the  Philadelphia  and  Reading,  the  Central  of 
New  Jersey,  the  Lehigh  Valley,  the  Lackawanna,  the  Erie,  and 
the  New  York,  Susquehanna  and  Western  were  pooling  traffic 
and  earnings  in  violation  of  Section  5.^ 

The  Interstate  Commerce  Commission  began  the  taking  of  tes- 
timony in  April,  1903,  but  was  much  hampered  in  its  investigation 
by  the  refusal  of  the  officers  of  the  railroads  and  their  subsidiary 
coal  companies  to  produce  the  percentage  contracts  providing  for 
the  purchase  of  coal  from  the  individual  operators,  to  produce  fur- 
ther the  contracts  entered  into  in  connection  with  the  Temple 

*  Annual  Report  I.  C.  C,  1902,  p.  261. 

^  The  complaint  also  included  the  Baltimore  and  Ohio,  but  this  road  originates 
no  anthracite  trafi&c. 
'  194  U.  S.  27-28. 
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Iron  Company  transaction,  and  by  their  refusal  to  answer  certain 
questions  as  to  the  fixing  of  prices,  and  certain  other  matters 
which  the  Commission  held  to  be  germane  to  the  inquiry.  Upon 
the  refusal  of  the  defendants  to  comply  with  its  order  upon  these 
points,  the  Commission  took  the  case  to  the  Circuit  Court  for  the 
Southern  District  of  the  United  States.  Its  petition  was  denied, 
however,  save  for  one  unimportant  exception.^  The  Circuit  Court 
held  (June  12,  1903)  that  the  contracts  and  questions  called  for 
had  no  reference  to  transportation,  and  were,  therefore,  not  rele- 
vant to  the  question  of  reasonable  rates,  which  was  the  subject 
matter  of  the  investigation;  that  the  so-called  percentage  con- 
tracts were  entirely  contracts  of  purchase,  according  to  which  the 
buyer  was  to  pay  the  seller  a  certain  percentage  of  the  selling 
price  of  coal  of  a  certain  size  and  quality,  and  were  not,  therefore, 
interstate  in  character. - 

An  appeal  was  taken  under  the  expediting  act  of  Februar}^  11 
and  19,  1903,  directly  to  the  Supreme  Court. ^  This  court,  in  a 
decision  rendered  on  April  4,  1904,  reversed  the  findings  of  the 
lower  court.  It  held  that,  though  the  contracts  which  the  Inter- 
state Commerce  Commission  desired  to  have  produced  were  nom- 
inally between  the  independent  operators  and  the  coal  companies, 
yet  since  these  coal  companies  were  principally  owned  by  the  rail- 
roads, the  railroads  were  in  reality  engaged  in  the  purchase  of 
coal,  and  the  transportation  of  a  considerable  portion  thereof  to 
tide;  that  as  the  Interstate  Commerce  Commission  was  author- 
ized to  investigate  the  business  of  these  anthracite  carrying 
companies,  there  was  no  reason  why  these  contracts,  which  had  a 
direct  relation  to  a  large  amount  of  the  railroads'  carrying  trade, 
should  be  withheld  from  the  Commission.  It  is  claimed,  said  the 
Court,  that  the  real  purpose  of  the  contracts  was  to  fix  a  rate  for 
transportation  to  carriers  by  the  percentage  retained  from  the 
selling  price,  after  deducting  the  expenses  of  marketing.  If  this 
be  true,  and  if  the  percentage  thus  remaining  is  less  than  the  pub- 
lished freight  rates,  there  is  discrimination  against  the  operator 
not  shipping  under  these  contracts.     On  the  other  hand,  if  the 

1  Annual  Report  I.  C.  C,  1903,  pp.  75-76. 

2  123  Fed.  Rep.  971.  ^  Annual  Report  I.  C.  C,  1904,  p.  32. 
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coal  companies  paid  the  full  rate,  and  failed  to  realize  this  much 
from  the  percentage  of  the  selHng  price  retained,  they  would  be 
losing  money,  and  as  the  coal  companies  were  owned  by  the  rail- 
roads, the  loss  would  ultimately  be  borne  by  the  railroads,  and 
not  by  the  coal  companies.  The  contracts  may  show  that  the 
coal  company  paid  the  full  rate,  and,  therefore,  that  the  freight 
rates  received  by  the  railroads  do  not  depend  on  the  percentage 
contracts,  but  relevancy  does  not  depend  on  the  conclusiveness  of 
the  testimony  offered,  but  upon  its  legitimate  tendency  to  estab- 
lish a  controverted  fact.^  The  Supreme  Court  held  that  the  Cir- 
cuit Court  erred  in  all  three  points,  and  directed  the  defendants 
to  produce  the  contracts  and  to  answer  the  questions  asked. 

The  Interstate  Commerce  Commission  thereupon  reopened  its 
case.  It  took  much  testimony,  and  continued  to  conduct  investi- 
gations, even  as  late  as  1906.  It,  however,  never  rendered  a 
decision  in  the  case.^  Thus,  though  there  was  secured  much 
information  as  to  the  control  of  the  trade  by  a  combination, 
which  presumably  had  its  effect  upon  later  legislation,  but  little 
was  accomplished  in  the  way  of  remedying  the  abuses  concerning 
which  complaint  had  been  made. 

The  decision  of  the  Supreme  Court  in  the  New  Haven  case,^ 
rendered  in  February,  1906,  also  served  to  focus  attention  upon 
the  abuses  incident  to  railroads  entering  into  competition  with 
other  companies  engaged  in  business  upon  their  lines.  The  Chesa- 
peake and  Ohio  Railroad  had  agreed  to  deliver  a  certain  amount 
of  coal  to  the  New  Haven  Railroad  at  a  contract  price  which  was 
inadequate  to  pay  the  market  price  of  the  coal  plus  the  published 
freight  rates  of  the  Chesapeake  and  Ohio  to  Newport  News,  to- 
gether with  the  charges  thence  to  the  point  of  delivery.  The 
Supreme  Court  took  under  advisement  the  question  whether  a 
carrier,  engaged  in  interstate  commerce,  has  the  power,  by  be- 
coming a  dealer  in  the  comm^odities  which  it  transports,  to  disre- 
gard the  pubhshed  freight  rates.     The  positive  command  of  the 

^  194  U.  S.  41-44. 

^  The  Commission  formally  dismissed  this  proceeding  in  February,  19 14,  prob- 
ably because  of  the  more  elaborate  investigation  of  the  anthracite  business  then 
being  conducted  by  it. 

'  200  U.  S.  361-405. 


184  THE  ANTHRACITE  COAL  COMBINATION 

second  section  of  the  act,  that  no  departure  from  the  pubKshed 
freight  rate  shall  be  made,  directly  or  indirectly,  shows,  said  the 
Court,  that  the  purpose  of  the  statute  is  to  make  the  prohibitions 
appHcable  to  every  method  of  dealing  whereby  the  carrier  might 
effect  the  forbidden  result.  Now  if,  by  the  mere  fact  of  purchas- 
ing and  selling  merchandise  to  be  transported,  the  carrier  is  en- 
dowed with  the  power  of  disregarding  the  pubHshed  rate,  it 
becomes  apparent  that  it  possesses  the  power  to  concentrate  in  its 
own  hands  the  products  which  are  offered  for  shipment  along  its 
line,  and  to  become,  therefore,  the  sole  purchaser  thereof,  and  the 
sole  seller  at  the  place  where  the  products  were  to  be  marketed; 
in  other  words,  to  create  an  absolute  monopoly.  The  facts  show, 
that  in  order  to  stimulate  the  production  of  coal  along  its  Hne,  the 
Chesapeake  and  Ohio  had  bought  and  sold  coal  without  reference 
to  whether  or  not  the  net  result  would  realize  the  published  freight 
rates,  and  that  as  the  result  of  this  practice  the  railroad  had  for  a 
long  time  been  virtually  the  sole  purchaser  and  seller  of  all  the 
coal  produced  along  the  line  of  its  road.  These  considerations, 
held  the  Court,  serve  to  demonstrate  that  the  prohibitions  of  the 
act  concerning  undue  preference  and  unjust  discrimination  are  in 
conflict  with  the  asserted  right  of  a  carrier  to  become  a  dealer  in 
commodities  which  it  transports,  and,  as  such  dealer,  to  sell  at  a 
price  less  than  the  cost  and  the  pubhshed  rates.  And  even  if  the 
result  of  appl}dng  the  prohibitions  in  this  way  will  render  it  diffi- 
cult, if  not  impossible,  for  a  carrier  to  deal  in  commodities,  yet 
this  affords  no  excuse  for  failing  to  enforce  the  provisions  of  the 
statute.  The  Court,  therefore,  perpetually  enjoined  the  Chesa- 
peake and  Ohio  from  taking  less  than  the  rates  fixed  in  its  pub- 
lished tariff  by  means  of  dealing  in  the  purchase  and  sale  of  coal. 
In  1906  another  investigation  was  conducted  by  the  Interstate 
Commerce  Commission,  this  time  with  especial  reference  to  the 
bituminous  coal  trade.  This  investigation  was  instigated  by 
Senator  Tillman  of  South  Carolina.  On  the  29th  of  January, 
1906,  he  read  in  the  Senate  a  memorial  from  the  Red  Rock  Fuel 
Company  of  West  Virginia,  which  complained  of  discrimination 
by  an  interstate  carrier.  The  essential  facts  in  the  case  were, 
briefly,  as  follows:   the  Red  Rock  Fuel  Company,  owning  4,000 
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acres  of  coal  lands  on  the  line  of  the  Baltimore  and  Ohio,  had 
asked  for  sidetrack  connections,  promising  to  pay  the  total  cost 
of  these  connections.  The  Baltimore  and  Ohio  refused  to  pro- 
vide them,  whereupon  the  Red  Rock  Company  built  a  side  track 
to  the  Baltimore  and  Ohio,  and  brought  proceedings  before  the 
Interstate  Commerce  Commission  in  May,  1905,  to  compel  the 
Baltimore  and  Ohio  to  furnish  a  connection.^  The  Commission 
rendered  a  decision  in  November,  ordering  this  connection  to  be 
furnished,  and  incidentally  found  that  the  failure  of  the  railroad 
to  provide  such  connection  was  due  to  its  interest  in  other  coal 
companies  along  its  line,  to  which  preference  had  been  shown. ^ 
The  order  of  the  Commission,  however,  had  been  ignored  by 
the  railroad.  This  memorial  and  numerous  letters  from  coal 
producers  were  introduced  by  Senator  Tillman  to  show  the 
helplessness  of  the  independent  operators.  In  the  House  of 
Representatives,  it  was  brought  out  that  the  conditions  in  the 
petroleum  industry  warranted  an  investigation  as  to  oil  also. 
As  a  result  of  these  disclosures  a  Joint  Resolution  was  passed 
by  Congress  on  February  28,  1906,  instructing  the  Interstate 
Commerce  Commission  to  make  examinations  into  the  subject 
of  railroad  discriminations  and  monopolies  in  coal  and  oil.^ 

The  Commission,  after  making  a  preliminary  investigation, 
began  the  taking  of  evidence  in  April,  1906.  At  these  hearings  it 
was  shown  that  many  of  the  soft  coal  roads  owned  directly,  or 
indirectly  by  stock  ownership  in  other  companies,  large  blocks  of 
coal  lands,  and  in  the  case  of  the  Pennsylvania  Railroad  that  the 
officials  and  the  employees  of  the  road  owned  large  amounts  of 
stock  in  coal  companies  shipping  over  the  railroad.  These  shares, 
it  was  ascertained,  had  been  given  outright  to  those  officials  whose 
influence  it  had  been  deemed  worth  while  to  secure,  including  car 
distributors,  train-masters,  superintendents,'*  and  even  the  assist- 
ant to  the  president.  The  president  of  the  Jamison  Coal  and 
Coke  Company  admitted  that  his  company  had  presented  the 

^  Cong.  Record,  January  29,  1906,  p.  1671. 
2  /.  C.  C.  Reports,  xi,  pp.  438-439,  449. 
'  Cong.  Record,  February  26,  1906,  p.  2979. 

*  Report  of  the  Interstate  Commerce  Commission  on  Discriminations  and  Monop- 
olies in  Coal  and  Oil;  pp.  22-27. 
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officials  of  the  Pennsylvania  Railroad  with  stock  ^dth  the  object 
of  securing  better  treatment  and  facihties  from  the  railroad.^ 
Though  the  report  of  the  Commission  on  the  eastern  bituminous 
coal  situation  was  not  made  public  until  late  in  January  of  the 
following  year,  much  testimony  was  taken  in  April  and  May, 
and  this  served  to  arouse  pubHc  sentiment  on  the  subject  and  to 
increase  the  demand  for  some  legislation,  which  would  prevent 
such  abuses  as  had  been  shown  to  exist. 

It  is  exident,  then,  that  there  were  many  factors  directing  pub- 
lic attention  to  the  conditions  in  the  coal  trade,  Those  relating 
especially  to  conditions  in  the  anthracite  industr}'  may  be  briefly 
summarized:  First,  the  general  consohdation  movement,  that  is, 
the  purchase  of  several  anthracite  carriers,  the  purchase  of  numer- 
ous independent  coal  companies,  and  the  t\-ing  up  of  many  others 
through  the  percentage  contracts,  —  resulting  in  a  practical 
elimination  of  the  independent  element.  Secondly,  numerous 
labor  difficulties.  There  was  a  large  strike  in  1900,  a  still  larger 
one  in  1902  which  was  settled  only  by  arbitration,  and  there  was  a 
suspension  of  operations  for  seven  weeks  in  1906.  These  had  the 
effect  of  arousing  the  bitter  antagonism  of  the  laboring  class. 
Thirdly,  discrimination  by  the  railroads  against  the  independent 
operators.  Several  suits  involving  these  complaints  had  been 
insdtuted  before  the  Interstate  Commerce  Commission,  notably 
the  Coxe  and  Haddock  cases,  brought  in  1889  and  1890  respec- 
tively, but  pending  in  the  courts  for  many  years  thereafter.  The 
New  Haven  case  decided  early  in  1906.  though  relating  to  a  soft 
coal  road,  was  important  as  sho^sing  how,  by  means  of  dealing 
in  commodities  and  eliminating  the  freight  rate,  a  carrier  could 
monopolize  the  coal  traffic  along  its  line,  and  practically  eUminate 
independent  tonnage.  Fourthly,  numerous  governmental  in- 
vestigations into  the  conduct  of  the  industr}'.  There  had  been  a 
Congressional  Investigation  in  1892.  and  one  by  the  Industrial 
Commission  in  1901.  ]More  recently  the  Interstate  Commerce 
Commission  had  conducted  an  inquiry  into  the  anthracite  coal 
business  in  connection  with  the  Hearst  complaint,  and  an  inquiry 
into  the  bituminous  coal  trade.     The  combination  of  these  factors 

»  R.  R.  Gaz.,  40:  527  (1906). 
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in  conjunction  with  the  agitation  for  further  regulation  of  common 
carriers,  explains  the  enactment  of  far-reaching  legislation  de- 
signed to  put  an  end  to,  or  at  least  to  check,  the  growth  of  a 
movement  which  had  already  attained  such  considerable  propor- 
tions in  the  coal  business. 

The  form  which  this  legislation  took  was  an  attempt  to  prevent 
railroads  from  enga^ng  in  any  other  business  than  that  of  com- 
mon carriers.  The  specific  clause,  designed  to  effect  this  result, 
known  as  the  commodity  clause,  was  a  part  of  Section  i  of  the 
Act  to  Regulate  Commerce,  passed  June  29,  1906  (the  Hepburn 
Act).     The  clause  as  finally  enacted  provides  that 

From  and  after  May  first,  nineteen  hundred  and  eight,  it  shall  be  unlawful 
for  any  railroad  company  to  transport  from  any  State,  Territory,  or  the 
District  of  Columbia,  to  any  other  State,  Territory,  or  the  District  of  Colum- 
bia, or  to  any  foreign  country,  any  article  or  commodity,  other  than  timber 
and  the  manufactured  products  thereof,  manufactured,  mined  or  produced  by 
it,  or  under  its  authority,  or  which  it  m^ay  own  in  whole,  or  in  part,  or  in 
which  it  may  have  any  interest  direct  or  indirect  except  such  articles  or 
commodities  as  may  be  necessary  and  intended  for  its  use  in  the  conduct  of 
its  business  as  a  common  carrier.^ 

Just  what  Congress  was  attempting  to  prevent  may  perhaps 
become  clearer  if  the  legislative  history  of  the  clause  be  followed. 

The  incorporation  of  the  commodity  clause  into  the  Hepburn 
Act  was,  in  considerable  measure,  due  to  Senator  Tillman  of 
South  Carolina.  In  connection  with  the  resolution  directing  the 
Interstate  Commerce  Commission  to  conduct  an  investigation 
into  coal  and  oil  he  expressed  in  the  Senate  on  February  12,  1906, 
his  dissatisfaction  with  the  Hepburn  bill  —  in  the  form  in  which 
it  had  passed  the  House  on  February  8,  1906.  "  I  want,"  he  said, 
"  a  provision  in  any  railroad  law  that  I  vote  for  which  .  .  .  will 
prohibit  any  public  carrier  from  owning  and  controlHng  a  product 
which  is  carried  over  its  line.  I  want  this  monopoly  of  the  anthra- 
cite coal  region  .  .  .  checked.  I  want  a  provision  in  this  law 
.  .  .  which  will  prevent  any  monopoly  of  the  bituminous  coal 
lands  on  the  Atlantic  Slope  by  the  Pennsylvania  Railroad  and  its 
allies.  ...     I  am  going  to  offer  an  amendment  in  committee, 

1  ZAStat.  584,  c.  3591. 


/ 

1 88  THE  ANTHRACITE  COAL  COMBINATION 

and  if  I  do  not  get  it  in  the  bill  there  I  am  going  to  offer  it  in  the 
Senate,  looking  to  .  .  .  preventing  this  particular  wrong."  ^ 
Senator  Tillman,  who  was  put  in  charge  of  the  Hepburn  bill  when 
it  came  before  the  Senate,  was  strongly  in  favor  of  effecting  a 
separation  of  the  businesses  of  transporting  and  of  mining  coal. 
Furthermore,  judging  from  the  opinions  later  expressed  on  the 
floor  of  the  Senate,  there  appeared  to  be  general  agreement  upon 
this  fundamental  point.  Even  Senator  Foraker,  one  of  the  three 
senators  who  voted  finally  against  the  bill,  went  so  far  as  to  say, 
''  I  do  not  believe  that  a  common  carrier  should  be  engaged  in  any 
business  except  only  that  of  a  common  carrier.  I  do  not  beheve 
that  a  common  carrier  should  be  allowed  to  own  coal  mines  and 
operate  them,  except  only  possibly  where  they  have  a  vested  right 
with  which  we  have  no  power  to  interfere."  ^ 

However,  it  was  three  months  after  the  Hepburn  Act  had 
passed  the  House  before  the  commodity  clause  in  any  form  was 
introduced  into  the  bill  in  the  Senate.  It  had  not  been  a  part  of 
the  original  Hepburn  bill,  was  not  in  the  act  as  it  passed  the  House 
on  Februar}^  8,  1906,  and  had  not  even  been  suggested  by  the 
Roosevelt  administration.  It  was  not  referred  to  the  Senate 
Committee  on  Interstate  Commerce;  in  fact,  at  the  hearings  of 
the  Senate  Committee  in  the  pre\'ious  year  no  proposition  looking 
toward  any  interference  with  the  railroads  engaged  in  industrial 
activities  was  even  considered.  But  on  ^lay  7,  only  eleven  days 
before  the  Hepburn  Act  first  passed  the  Senate,  an  amendment 
was  proposed  by  Senator  Elkins  embodying  the  principle  of  a 
severing  of  the  fimctions  of  transportation  and  of  production.  In 
introducing  his  amendment.  Senator  Elkins  said,  ''  I  want  to  con- 
fine the  railroads  to  the  legitimate  business  for  which  they  were 
incorporated  —  the  transportation  of  freight  and  passengers  — 
and  to  forbid  them  engaging  in  any  other  business,  especially  the 
business  of  mining,  producing,  and  selling  coal  or  any  other  com- 
modity on  their  lines  in  competition  with  a  shipper."  ^  This 
amendment,  which  was  to  come  at  the  end  of  Section  i,  provided 

^  Cong.  Record,  Februar>-  12,  1906,  p.  2428. 
2  Ibid.,  March  12.  1906,  p.  3672. 
'  Ibid.,  May  7,  1906,  p.  6456. 
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that  "  It  shall  be  unlawful  for  any  common  carrier  subject  to  the 
provisions  of  this  act,  unless  authorized  by  its  charter  to  do  so,  to 
engage,  directly  or  indirectly,  in  the  production,  manufacture, 
buying,  furnishing,  or  selling  of  coal  or  coke  or  any  other  com- 
modity or  commodities  of  commerce  in  competition  with  any 
shipper  or  producer  on  its  line  or  Hnes:  provided.  That  nothing 
in  this  act  shall  be  construed  to  prevent  a  carrier  from  mining  coal 
exclusively  for  its  own  use."  ^  The  proviso,  ''  unless  authorized 
by  its  charter  to  do  so,"  was  inserted  as  Senator  Elkins  said,  in 
order  to  be  fair  to  the  railroads  which  had  been  authorized  many 
years  previously  to  conduct  the  business  which  it  was  now  pro- 
posed to  regulate,  but  upon  the  objection  of  Senator  GalKnger  of 
New  Hampshire,  the  qualifying  proviso  was  struck  out.^  The 
amendment  of  Senator  Elkins  prohibited  a  common  carrier  from 
engaging  in  the  production  of  coal.  Senator  Bailey  objected  that 
regulation  of  the  production  of  coal  was  beyond  the  jurisdiction 
of  Congress,  and  that  the  prohibition  should,  therefore,  take  the 
form  of  denying  the  privilege  of  interstate  commerce  to  any  com- 
mon carrier  engaged  in  the  production  or  distribution  of  coal.^  It 
was  pointed  out,  however,  by  Senator  Daniel  of  Virginia,  that  a 
common  carrier  should  not  be  prohibited  from  engaging  in  inter- 
state commerce,  but  only  from  carrying  in  interstate  commerce 
any  articles  which  were  produced  by  it  in  competition  with  other 
shippers. "*  An  amendment  to  this  effect,  proposed  by  Senator 
McLaurin  of  Mississippi  and  later  accepted  by  Senator  Elkins, 
passed  the  Senate  May  9  by  a  vote  of  67  to  6,  —  16  not  voting.^ 
With  one  important  exception  this  amendment  coincided  in  its 
most  significant  features  with  the  language  of  the  commodity 
clause  as  incorporated  in  the  Hepburn  Act,  in  the  form  in  which 
the  bill  passed  the  Senate  on  May  18.^  This  exception  was  the 
treatment  of  timber  and  the  manufactured  products  thereof. 
During  the  course  of  the  debates  it  was  urged  by  a  number  of 
Senators  that  the  clause  would  work  a  great  hardship  on  those 
lumber  companies  which  had  built  their  railroads  for  the  purpose 

*  Cong.  Record,  May  7,  1906,  pp.  6455-6456.    ■*  Ihid.,  May  7,  1906,  p.  6458. 
'  Ihid.,  May  7,  1906,  p.  6456.  ^  Ibid.,  May  9,  1906,  p.  6570. 

'  Ibid.  *  See  p.  190. 
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of  getting  the  lumber  out  of  the  forests  and  to  market.  The 
pressure  they  were  able  to  bring  to  bear  was  sufficient  to  induce 
the  Senate  to  accept,  on  May  17,  the  amendment  of  Senator  Piles 
of  Washington,  that  the  prohibitions  of  the  clause  should  not 
apply  to  timber  and  the  manufactured  products  thereof.^  The 
pressure  of  other  interests  was  also  observed  in  the  attempt  to 
Hmit  the  scope  of  the  clause.  The  term  common  carrier  included 
pipe  lines  for  oil,  natural  gas,  and  other  commodities.  Friends  of 
these  interests  endeavored  to  secure  the  adoption  of  an  amend- 
ment specifically  exempting  pipe  fines  from  the  prohibitions  of  the 
clause.  This  amendment  failed  to  pass  the  Senate, ^  but  its  object 
was  attained  by  the  substitution  in  conference  of  the  term  *'  rail- 
road company  "  for  ''  common  carrier."  An  attempt  was  made, 
also,  to  refieve  those  railroad  companies  which  were  incidental  to 
industrial  enterprises  from  the  operation  of  the  clause  by  fimiting 
its  appfication  to  those  common  carriers  whose  principal  business 
was  that  of  a  common  carrier.  This  amendment,  however,  which 
would  also  have  refieved  pipe  fines  was  defeated  in  the  Senate.^ 

The  Hepburn  Act  passed  the  Senate  on  May  18  by  the  large 
majority  of  71  to  3  —  with  15  Senators  not  voting.  The  com- 
modity clause  at  this  stage  made  it  unlawful  for  any  common  car- 
rier to  transport  in  interstate  commerce  any  article,  other  than 
timber  and  its  manufactured  products,  which  had  been  manu- 
factured, mined,  or  produced  by  it,  or  under  its  authority,  or 
which  it  owned  in  whole,  or  in  part,  or  in  which  it  had  any  interest, 
direct  or  indirect.  It  did  not  state  specifically  that  the  ownership 
by  a  railroad  of  stock  in  a  subsidiary  mining  or  producing  com- 
pany constituted  such  an  interest  as  was  forbidden  by  law.  Sena- 
tor Tillman,  a  steadfast  advocate  of  the  principle  of  divorcing 
transportation  and  production,  had  introduced,  on  May  8,  an 
amendment  to  prohibit  carriers  from  engaging  in  interstate  com- 
merce, when  they  were  interested  by  stock  ownership  or  otherwise 
in  mining  or  producing  those  commodities  which  they  transported 
in  interstate  commerce.'*     His  amendment,  however,  was  not  put 

^  Cong.  Record,  May  17,  1906,  pp.  7012,  7015. 

*  Ibid.,  May  17,  1906,  p.  7016. 
^  Ibid.,  May  17,  1906,  p.  7015. 

*  Ibid.,  May  8,  1906,  p.  6513. 
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to  vote.  On  May  17  he  called  the  attention  of  the  Senate  to  the 
fact  that  the  commodity  clause  in  its  present  form  (which  was 
substantially  the  form  of  the  clause  as  finally  enacted)  did  not 
cure  the  evils  for  which  it  had  been  designed.  It  did  not  prohibit 
the  ownership  of  coal  properties  through  the  ownership  of  stock 
in  coal  mining  companies;  it  did  not  touch  the  ownership  of  rail- 
roads by  coal  companies,  nor  the  common  ownership  of  railroads 
and  coal  companies;  and  it  did  not  prevent  the  control  of  coal 
companies  by  the  officials  of  the  railroads.  Senator  Tillman 
therefore  introduced  a  comprehensive  amendment  which  met 
these  objections,  but  which  he  himself  stated  was  perhaps  some- 
what broad  and  drastic.^  The  amendment  was  voted  down  with- 
out roll  call,  presumably  because  of  its  comprehensiveness. 
Senator  Tillman,  thereupon,  endeavored  to  have  the  words,  "  by 
partnership,  stock  ownership,  or  any  arrangement  whatsoever  "  ^ 
inserted  in  the  Elkins  amendment,  which  would  have  caused  the 
clause  to  read  in  substance :  It  shall  be  unlawful  for  any  common 
carrier  to  transport  in  interstate  commerce  any  article  in  which  it 
may  have  any  interest,  direct,  or  indirect,  by  partnership,  stock 
ownership,  or  any  arrangement  whatsoever.  This  amendment, 
however,  was  voted  down,  23  to  42.^ 

As  the  House  of  Representatives  disagreed  to  the  amendments 
attached  to  the  Hepburn  Act  by  the  Senate,  the  bill  was  sent  to 
conference.  The  conference  committee  made  a  report  on  June  2, 
recommending  with  respect  to  the  commodity  clause  that  it 
should  be  made  to  apply  to  timber  and  its  manufactured  products, 
and  that  the  District  of  Columbia  should  be  substituted  for  the 
district  of  the  United  States."*  The  Senate  on  June  7  and  the 
House  on  June  12,  rejected  the  conference  report,  and  appointed 
new  conferees.  The  report  of  the  second  conference  was  pre- 
sented on  June  23.  It  recommended  that  timber  and  its  manu- 
factured products  be  exempted  from  the  prohibitions  of  the  clause 
and  that  railroad  be  substituted  for  common  carrier;  ^  obvious 

^  Cong.  Record,  May  17,  1906,  p.  7012. 

2  IhU, 

^  Ibid.,  May  17,  1906,  p.  7014. 

*  Ihid.,  June  2,  1906,  p.  7741. 

^  Ibid.,  June  23,  1906,  p.  9078. 
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concessions  to  the  timber  and  oil  interests  respectively.  Senator 
Tillman,  one  of  the  conferees,  refused  to  sign  the  report  on  the 
ground  that  the  influences  beliind  these  changes  were  too  sinister.^ 
After  a  prolonged  debate  on  the  conference  report,  in  which  the 
pipe  Hne  controversy  occupied  an  important  part,  the  Senate,  on 
June  26,  disagreed  to  the  report,  and  the  House  still  disagreeing 
to  the  amendments  of  the  Senate,  a  third  conference  committee 
was  appointed.  Its  report  was  made  on  June  28,  the  only  change 
affecting  the  commodity  clause  being  a  substitution  of  the  term 
railroad  company  (the  legal  entity)  for  railroad,  which  refers  to 
physical  property.  Senator  Tillman,  as  before,  refused  to  sign 
the  report,  largely  because  of  his  disagreement  with  the  recom- 
mendations of  the  conference  as  to  the  commodity  clause. -  The 
report,  however,  was  accepted  by  both  houses,  and  the  Hepburn 
bill  became  law  on  June  29,  1906. 

In  the  suits  that  have  been  brought  by  the  Government  to  en- 
force the  commodity  clause  it  has  been  claimed  by  the  railroads 
that  the  clause  was  introduced  hastily,  and  passed  with  little 
understanding  of  its  true  import,  or  its  far  reaching  consequences. 
So  far  as  the  history  of  this  session  in  Congress  is  concerned,  the 
first  contention  is  substantially  correct.  The  clause  was  not  a 
part  of  the  original  House  bill  —  in  fact  it  had  not  even  been  con- 
sidered in  the  House  —  and  was  first  incorporated  in  the  biU  by 
the  Senate  less  than  two  weeks  prior  to  the  first  passage  of  the 
Hepburn  bill  by  the  upper  body.  Fundamental  changes,  such  as 
the  application  of  the  principle  to  railroads  only,  not  to  all  com- 
mon carriers,  were  made  in  conference,  but  these  changes  did  not 
affect  the  anthracite  carriers.  So  far  as  concerns  the  form  of  the 
measure,  the  Hmited  opportunity  for  debate  under  the  fifteen 
minute  rule  undoubtedly  resulted  in  a  more  hastily  considered 
phraseology  than  the  importance  of  the  subject  demanded,  though 
it  does  not  follow  that  this  operated  to  the  disadvantage  of  the  in- 
terests to  be  thereby  affected.  Had  a  longer  discussion  obtained, 
the  clause  might  have  been  made  really  effective  by  specifically 
prohibiting  a  railroad  from  holding  stock  in  a  company  mining  or 
producing  articles  which  were  to  be  transported  by  the  railroad 

^  Cong.  Record,  June  25,  1906,  p.  1901.        ^  Jbid.^  June  28,  1906,  p.  9522. 
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in  interstate  commerce.  The  changes  made  in  conference  re- 
lieving all  common  carriers  except  railroads  from  the  provisions 
of  the  clause  might  also  have  met  with  more  opposition,  had  not 
Congress  been  anxious  to  secure  the  speedy  passage  of  the  biU. 

But  when  the  principle  of  the  clause  rather  than  its  phraseology 
is  considered,  it  should  be  noted  that  as  far  back  as  1892,  a  Con- 
gressional Committee,  after  an  extended  investigation,  came  to 
the  conclusion  that  the  public  interest  demanded  that  the  business 
of  a  common  carrier  should  be  absolutely  separated  from  any 
other.  1     This  also  was  the  consensus  of  opinion  in  the  Senate  in 

1906,  though  later  in  the  course  of  the  debate  some  Senators  objec- 
ted to  carrying  the  principle  so  far  as  to  affect  the  interests  of  their 
own  constituents.  Furthermore,  the  Interstate  Commerce  Com- 
mission, in  its  report  upon  the  bituminous  coal  industry  early  in 

1907,  —  a  report  based  upon  hearings  early  in  1906,  — favored 
the  application  of  the  commodity  clause  principle  to  the  soft  coal 
roads,  and  even  went  so  far  as  to  recommend  that  no  officers  or 
employees  of  a  railroad  be  permitted  to  have  any  interest  in  any 
coal  properties  or  coal  companies  along  the  Hne  of  the  railroad. ^ 
The  far-reaching  character  of  the  legislation  was  frequently  em- 
phasized in  the  debates  in  the  Senate.  The  fact,  furthermore,  that 
the  railroads  were  given  two  years  in  which  to  comply  with  the 
law  is  evidence  that  the  Senators  beheved  that  fundamental 
changes  would  be  rendered  imperative  by  the  passage  of  the 
clause. 

The  anthracite  coal-carrying  roads  may  be  divided  into  three 
groups,  according  to  the  manner  in  which  they  would  presumably 
be  affected  by  this  enactment.  First,  the  Delaware,  Lackawanna 
and  Western,  and  the  Delaware  and  Hudson,  which  mined  their 
coal  directly.  Second,  the  Lehigh  Valley,  the  Central  Railroad 
of  New  Jersey,  the  Erie,  the  Pennsylvania,  and  the  New  York, 
Ontario  and  Western,  which  seemed  to  be  interested,  indirectly 
at  least,  in  the  coal  transported  by  them,  because  of  their  owner- 
ship of  the  stock  of  coal  mining  companies.     The  Delaware,  Lack- 

1  House  Report,  1892-93,  no.  2278,  p.  viii. 

2  Annual  Report  I.  C.  C,  1907,  p.  22. 
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awanna  and  Western,  and  the  Delaware  and  Hudson  also  owned 
stock  in  some  coal  companies,  but  these  holdings,  especially  in  the 
case  of  the  Lackawanna,  were  very  small.  Third,  the  Philadel- 
phia and  Reading  Railway,  which  did  not  own  any  coal  lands 
directly,  or  even  the  stock  of  a  coal  mining  company,  but  which 
was  with  the  Philadelphia  and  Reading  Coal  and  Iron  Company 
jointly  owned  by  the  Reading  Company.  This  assured  perfect 
harmony  between  the  railroad  and  the  coal  company,  but  has 
made  more  difficult  the  judicial  determination  whether  the  rail- 
way has  an  interest  in  the  coal  transported  by  it  in  violation  of  the 
commodity  clause. 

Compliance  vath.  the  commodity  clause  on  the  part  of  the  an- 
thracite railroads  was  more  difficult  in  most  cases  than  might 
appear  at  first  glance.  It  is  true  that  the  Lackawanna  Railroad, 
whose  coal  property  was  unmortgaged,  could  have  sold  its  coal 
lands,  and  the  Pennsylvania  Railroad,  which  held  its  stock  in  coal 
mining  companies  free  of  encumbrance,  could  have  disposed  of  its 
shares.  But  the  situation  in  the  case  of  the  other  carriers  was 
more  complex.  In  most  cases  the  railroads  had  mortgaged  their 
coal  lands  as  security  for  long  term  bonds.  These  mortgages  had 
been  placed  directly  upon  the  land  where  the  land  was  directly 
owned,  and  upon  the  stock  of  the  coal  companies  where  the  land 
was  owned  by  a  subsidiary  coal  company.  In  the  case  of  the 
Delaware  and  Hudson,  for  example,  all  of  its  coal  bearing  lands 
in  Pennsylvania,  together  with  all  its  railroads  in  Pennsylvania 
north  of  Scranton,  were  subject  to  the  Hen  of  a  mortgage  securing 
$5,000,000  bonds  maturing  in  191 7.  These  liens  were  upon  both 
the  railroad  and  the  coal  property.^  The  Lehigh  Valley,  the  Erie, 
the  Central  of  New  Jersey,  and  the  Reading,  on  the  other  hand, 
had  mortgaged  the  stocks  of  their  principal  coal  companies  to 
secure  the  bonds  issued  by  the  respective  railroads.  For  example, 
the  Lehigh  Valley  had  deposited  the  stock  of  the  Lehigh  Valley 
Coal  Company,  of  the  Hazelton  Coal  Company,  and  of  several 
other  companies,  as  part  security  for  its  General  Consolidated 
Mortgage,  executed  September  30,  1903,  under  which  bonds  to 
the  amount  of  $23,539,000  had  been  issued,  which  were  outstand- 

*  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  12.     See  Biblio.  no.  160. 
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ing  in  the  hands  of  the  public.  There  was  an  absolute  inhibition 
in  the  mortgage  against  releasing  the  stocks  of  the  Lehigh  Valley 
Coal  Company  and  the  Hazelton  Coal  Company  from  the  opera- 
tion of  the  indenture,  and  the  stocks  of  the  other  coal  companies 
could  not  be  released  from  the  Hen,  unless  their  alienation,  in  the 
opinion  of  the  trustee,  would  not  be  detrimental  to  the  security  of 
the  bonds.^  The  general  mortgage  of  the  Reading  Company  also 
contained  an  inhibition  against  any  separation  of  the  railroad  and 
the  coal  properties.  The  two  mortgages  of  the  Erie  Railroad, 
secured  in  part  by  the  deposit  of  the  stock  of  the  Hillside  Coal  and 
Iron  Company  and  of  the  Pennsylvania  Coal  Company,  contained 
no  provision  for  a  release  of  the  stocks  pledged. ^  The  general 
mortgage  of  the  Central  Railroad  of  New  Jersey,  secured  in  part 
by  the  bonds  and  stocks  of  the  Lehigh  and  Wilkes-Barre  Coal 
Company,  did  make  provision  for  releasing  the  property  pledged, 
providing  no  objection  to  the  release  was  made  by  the  trustee.^ 

In  every  case  where  the  coal  properties  had  been  mortgaged  the 
bonds  were  secured  by  both  the  railroad  and  the  coal  properties. 
The  mortgage  debt  of  the  railroads  which  had  thus  pledged  their 
railway  and  coal  properties  aggregated  over  $400,000,000  and 
most  of  the  bonds  had  long  terms  to  run.  The  existence  of  these 
mortgages  presented  a  real  difficulty  in  any  separation  of  the  rail- 
roads and  their  coal  lands.  This  separation  was  hkely  to  meet 
with  considerable  opposition  from  bondholders,  who  would  fear 
a  diminution  of  their  security  because  of  the  danger  that  part  of 
the  coal  tonnage  might  be  shipped  over  another  railroad. 

Because  of  these  difficulties,  which  were  accentuated  by  the 
panic  of  1907  and  the  resulting  depression,  and  because  it  was 
beheved  that  the  commodity  clause  would  be  held  by  the  courts 
to  be  unconstitutional,  practically  no  effort  was  made  by  the 
principal  coal  roads  to  comply  with  the  law.  The  Buffalo, 
Rochester  and  Pittsburgh,  a  soft  coal  road,  attempted  to  reorgan- 
ize in  such  a  way  as  to  comply  with  the  law  without  running  any 

^  Transcript  of  Record  in  Commodity  Clause  Cases,  T^Y>.  19,  23  e/  seq.  See  Biblio. 
no.  159. 

2  Transcript  of  Record  in  Commodity  Clause  Cases,  p.  16,  et  seq.  See  Biblio.  no. 
161. 

'  Transcript  of  Record  in  Commodity  Clause  Cases,  pp.  9-10,  15-18,  41.  See 
Biblio.  no.  162. 
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risk  of  losing  its  coal  tonnage.  It  organized  the  Mahoning  Invest- 
ment Company,  and  transferred  to  this  company  for  a  nominal 
consideration  the  coal  lands  of  the  railroad.  It  then  distributed 
the  shares  of  the  Investment  Company  pro  rata  among  its  stock- 
holders.^ The  profits  on  the  mining  of  coal  thus  went  directly  to 
the  stockholders  of  the  railroad,  without  passing  through  the 
hands  of  the  railroad  itself.  The  Louisville  and  Nashville  and  a 
few  other  roads  succeeded  in  disposing  of  their  coal  properties. 
The  attempts  to  comply  with  the  law,  however,  were  few  in  num- 
ber and  were  confined  mainly  to  the  soft  coal  roads. 

The  seriousness  of  the  situation,  largely  because  of  the  enor- 
mous fines  which  a  \dolation  of  the  clause  would  entail,  was  suffi- 
ciently realized  by  the  Government.  The  Department  of  Justice 
announced  in  the  middle  of  January,  1908,  that  proceedings 
would  be  brought  as  soon  as  possible  a,fter  the  clause  went  into 
effect,  but  that  meanwhile  the  railroads  were  not  to  be  prosecuted 
for  a  failure  to  comply  with  the  terms  of  the  act,  pro\dded  they 
cooperated  with  the  Government  and  immediately  in  good  faith 
obeyed  the  decision  of  the  Supreme  Court  when  rendered. ^  Some- 
what later  an  effort  was  made  in  the  Senate  to  postpone  the  oper- 
ation of  the  clause.  On  the  31st  of  March,  1908,  Senator  Elkins 
introduced  a  Joint  Resolution  to  suspend  the  commodity  clause. 
As  amended  by  the  Committee  on  Interstate  Commerce  to  which 
it  had  been  referred,  this  resolution  provided  for  a  suspension  of 
the  penalties  of  the  clause  until  January  i,  1910,  but  the  institut- 
ing of  proceedings  for  the  enforcement  of  the  clause  was  not  to  be 
affected  in  any  way.  Consideration  of  the  measure  was  taken  up 
by  the  Senate  on  April  28,  1908.  Its  passage  was  urged  by  Sena- 
tor Elkins  on  the  ground  that  the  railroads  had  tried  to  make  the 
necessary  financial  arrangements,  but  had  been  unable  to  do  so, 
because  of  the  panic  of  1907.  He  urged  that  it  was  only  fair  to 
suspend  the  clause  until  the  law  could  be  tested.^ 

The  Joint  Resolution  had  the  support  of  the  Interstate  Com- 
merce Commission.  In  a  letter  to  the  Senate  dated  April  2, 
1908,  this  body,  without  stating  its  reasons,  urged  the  passage  of 

1  Chron.,  85:  373  (1907).  *  Chron.,  86:  227  (1908). 

»  Cong.  Record,  April  28,  1908,  p.  5331,  and  May  i,  1908,  p.  5533. 
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the  resolution.^  In  response  to  a  request  of  the  Senate  directing 
it  to  state  its  reasons,  the  Commission  repHed  (May  8)  that  the 
financial  depression  had  produced  conditions  presumably  not 
anticipated  when  the  clause  was  enacted.  The  enforcement  of 
the  clause  now  would,  in  its  opinion,  work  considerable  hardship, 
particularly  on  the  independent  coal  operators,  who  were  mining 
coal  from  lands  leased  from  the  Pocahontas  Coal  and  Coke  Com- 
pany, owned  by  the  Norfolk  and  Western  Railroad,  and  who  were 
shipping  their  product  over  this  line.  The  railroad,  according  to 
the  counsel  of  the  Interstate  Commerce  Commission,  was  unable 
to  dispose  of  its  coal  lands,  and  consequently  could  not  carry 
the  coal  of  the  independent  operators.  The  Commission,  there- 
fore, favored  a  suspension  of  the  penalties  until  January  i,  1910, 
in  order  to  give  the  courts  time  to  test  the  vaHdity  of  the  clause.^ 
On  the  13th  of  May,  Senator  Foraker,  who  had  taken  a  promi- 
nent part  in  the  debate,  introduced  a  substitute  amendment, 
which  provided  that  the  clause  should  "  not  apply  to  any  article 
or  commodity  lawfully  acquired  and  owned  prior  to  the  29th  day 
of  June,  1906,  by  any  railroad  company  under  and  by  virtue  of 
any  statute,  franchise,  or  charter  lawfully  issued  by  the  United 
States  or  any  State  or  Territory  thereof."  ^  On  account  of  his 
illness  a  vote  on  this  amendment  was  not  taken  until  May  22.  On 
that  date  it  was  defeated  by  23  to  32,  —  37  not  voting.^  On  the 
4th  of  January,  1909,  the  resolution  of  Senator  Elkins  came  up 
again  for  consideration,  but  was  laid  aside  for  several  successive 
days,  and  after  January  11,  1909,  apparently  was  not  taken  up 
again. 

But  meanwhile,  on  May  i,  1908,  the  commodity  clause  had 
gone  into  effect.  On  the  5th  of  June,  1908,  the  Government  be- 
gan its  suit  against  the  anthracite  carrying  railroads  by  filing  in 
the  Circuit  Court  for  the  Eastern  District  of  Pennsylvania  bills 
of  equity  and  alternative  writs  of  mandamus  against  the  Philadel- 
phia and  Reading,  the  Lackawanna,  the  Delaware  and  Hudson, 
the  Lehigh  Valley,  the  Central  of  New  Jersey,  the  Erie  and  the 

1  Cong.  Record,  May  i,  1908,  p.  5533.  ^  Ihid.,  May  13,  1908,  p.  6202. 

2  Ibid.,  May  13,  1908,  pp.  6193-6194.  ^  Ibid.,  May  22,  1908,  p.  6754. 
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Pennsylvania.  The  suit  against  the  Reading,  however,  was  not 
pressed,  as  its  interest  in  the  coal  transported  by  it  was  less  direct 
than  was  that  of  the  other  railroads;  the  Government  attempted 
to  secure  a  decision  first  upon  the  other  cases.  It  was  charged  in 
these  proceedings  that  certain  of  the  defendant  railroads  were 
directly  engaged  in  mining  operations,  and  others  indirectly  en- 
gaged through  the  ownership  of  the  capital  stock  of  subsidiary 
coal  companies,  and  that  all  the  railroads  were  transporting  the 
coal  so  mined  in  interstate  commerce  in  violation  of  the  commod- 
ity clause.^ 

The  first  decision  in  the  Circuit  Court,  September  10,  1908,  was 
against  the  government.  That  court  (Justice  Bufiington  dis- 
senting) held  the  commodity  clause  to  be  "  a  practical  violation 
of  the  letter  and  spirit  of  the  fifth  amendment,"  ^  and  intimated 
further  that  it  was  not  within  the  commerce  clause  of  the  consti- 
tution, since  entire  exclusion  from  interstate  commerce  was  not  to 
be  deemed  a  regulation  of  it.^ 

An  appeal  was  at  once  taken  to  the  Supreme  Court,  which  ren- 
dered its  decision  ^  on  May  3,  1909,  less  than  a  year  after  the  orig- 
inal suit  had  been  brought.  The  clause  was  declared  to  be 
within  the  power  of  Congress.^  The  Supreme  Court  held  that 
the  commodity  clause  ''  appHes  four  generic  prohibitions,  that  is, 
it  forbids  a  railroad  carrier  from  transporting  in  interstate  com- 
merce articles  or  commodities,  i,  which  it  has  manufactured, 

^  164  Fed.  Rep.  217. 

2  The  enforcement  of  the  act,  the  Court  held,  "  will  compel  the  defendants  to 
cease  mining  and  transporting  such  coal,  while  still  retaining  their  ownership  or 
interest  therein,  ...  or,  they  will  be  compelled  to  surrender  and  divest  themselves 
of  title  thereto  by  a  compulsory  sale  of  these  coal  lands  and  stock  in  coal  companies. 
When  we  consider  the  magnitude  of  the  sacrifice  that  must  certainly  attend  such  a 
sale,  from  throwing  upon  the  market  at  once  these  properties,  ...  it  will  be  mani- 
fest that  either  alternative  means  a  deprivation  of  property  of  enormous  value  by 
the  mere  command  of  the  statute,  without  process  of  law  or  just  compensation 
therefor." 

3  The  text  of  the  decision  is  in  164  Fed.  Rep.  217  et  seq.  See  especially  pp.  226, 
229,  232,  and  (for  the  dissenting  opinion)  252-254. 

*  213  U.  S.  366-419. 

*  An  interpretation  was  put  upon  the  commodity  clause  by  the  Supreme  Court 
which  made  it  unnecessary  to  pass  upon  the  constitutional  questions  raised  by  the 
Circuit  Court;  but  these  constitutional  questions  presumably  will  come  up  again 
before  the  Supreme  Court  for  final  determination. 
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mined  or  produced;  2,  which  have  been  so  mined,  manufactured 
or  produced  under  its  authority;  3,  which  it  owns  in  whole  or  in 
part;  and,  4,  in  which  it  has  an  interest,  direct  or  indirect."  ^ 
The  Court  noted  that  the  first  two  prohibitions,  if  literally  con- 
strued, operated  upon  the  right  to  transport  a  commodity  be- 
cause of  an  antecedent  act  of  manufacturing  or  mining,  whereas 
the  last  two  prohibitions  spoke  in  the  present,  referring  to  owner- 
ship at  the  time  of  the  transportation  of  the  commodity.  Should 
the  first  two  be  held  to  prohibit,  irrespective  of  the  relation  of  the 
carrier  to  the  commodity  at  the  time  of  transportation,  and  should 
the  last  two  only  prohibit  ownership  at  the  time  of  transportation, 
the  result  would  be,  said  the  Court,  to  give  the  statute  a  semi- 
annihilative  meaning.  It  treated  these  four  prohibitions,  how- 
ever, ''  as  having  a  common  purpose,  that  is,  the  dissociation  of 
railroad  companies  prior  to  transportation  from  articles  or  com- 
modities, whether  the  association  resulted  from  manufacture, 
mining,  production  or  ownership,  or  interest,  direct  or  indirect."  ^ 
The  Supreme  Court  noted  that  the  first  two  prohibitions  were 
radical  and  the  last  two  more  reasonable.  It  restrained,  there- 
fore, the  wider  and  more  doubtful  prohibitions  in  order  to  make 
them  accord  with  the  narrower  and  more  reasonable  ones,  which 
provided  for  dissociation  at  the  time  of  transportation.  A  rail- 
road was  not,  therefore,  it  was  held,  forbidden  to  transport  articles 
which  had  been  mined  by  it  or  which  it  had  previously  owned, 
provided  it  had  dissociated  itself  from  these  articles  prior  to  the 
act  of  transportation. 

It  might,  however,  be  held  that  some  of  the  railroads  had  an 
"  interest,"  direct  or  indirect,  in  the  coal  transported  by  them, 
even  though  it  had  not  been  directly  mined  or  owned  by  them  at 
any  time  prior  to  the  act  of  transportation.  The  Supreme  Court, 
therefore,  proceeded  to  analyze  the  nature  of  the  interest,  direct 
or  indirect,  which  was  prohibited  by  the  commodity  clause  and 
which  it  had  interpreted  to  refer  only  to  an  interest  at  the  time  of 
transportation.  The  Government  had  contended  that  since  the 
statute  referred  to  any  interest,  direct  or  indirect,  it  prohibited 
the  transportation  of  commodities,  mined  by  a  bona  fide  corpora- 

*  213  U.  S.  408.  2  ii)icl.^  p,  412. 
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tion  in  which  the  carrier  held  a  stock  interest,  however  small. 
The  contention  of  the  railroads,  on  the  other  hand,  had  been  that 
interest  included  only  commodities  in  which  the  carrier  had  a 
legal  interest,  and  did  not  prohibit  the  transportation  of  commodi- 
ties mined  by  a  separate  corporation  in  which  the  transporting 
carrier  held  stock.  The  Supreme  Court  held  that,  if  the  interest 
referred  to  meant  a  legal  or  equitable  interest,  the  mere  ownership 
of  stock  in  a  distinct  corporation  did  not  prohibit  a  carrier  from 
transporting  in  interstate  commerce  articles  mined  by  that  cor- 
poration. It  was  admitted  by  the  prosecution  that  this  would 
follow  were  the  clause  to  be  interpreted  to  mean  a  legal  interest. 
The  question  in  dispute,  then,  was  this:  did  the  interest  men- 
tioned in  the  act  refer  merely  to  a  legal  interest?  The  Govern- 
ment maintained  that  the  term  interest  should  be  interpreted 
broadly,  including  such  as  is  involved  in  the  ownership  of  stock 
in  a  subsidiary  coal  company.  If  interest  were  to  be  taken  to 
mean  merely  a  legal  one,  the  commodity  clause  would  be  without 
significance.  The  Court  held,  however,  that  this  was  not  true. 
It  pointed  out  that  the  Senate  had  rejected  an  amendment  which 
specifically  provided  that  interest,  direct  or  indirect,  was  intended 
among  other  things  to  embrace  an  interest  resulting  from  owner- 
ship of  stock.  The  failure,  held  the  Court,  to  provide  for  this 
contingency  in  express  language  gave  rise  to  the  implication  that 
it  was  not  the  purpose  to  include  it. 

At  all  events,  in  view  of  the  far-reaching  consequences  of  giving  the  statute 
such  a  construction  as  that  contended  for,  .  .  .  and  of  the  questions  of  con- 
stitutional power  which  would  arise  if  that  construction  were  adopted,  we 
hold  the  contention  of  the  Government  not  well  founded.  We  then  construe 
the  statute  as  prohibiting  a  railroad  company  engaged  in  interstate  commerce 
from  transporting  in  such  commerce  articles  or  commodities  under  the  fol- 
lowing circumstances  and  conditions:  (a)  When  the  article  or  commodity 
has  been  manufactured,  mined  or  produced  by  a  carrier  or  under  its  authority, 
and  at  the  time  of  transportation  the  carrier  has  not  in  good  faith  before  the 
act  of  transportation  dissociated  itself  from  such  article  or  commodity;  (b) 
When  the  carrier  owns  the  article  or  commodity  to  be  transported  in  whole 
or  in  part;  (c)  When  the  carrier  at  the  time  of  transportation  has  an  inter- 
est, direct  or  indirect,  in  a  legal  or  equitable  sense  in  the  article  or  commodity, 
not  including,  therefore,  articles  or  commodities  manufactured,  mined,  pro- 
duced or  owned,  etc.,  by  a  bo?ia  fide  corporation  in  which  the  railroad  com- 
pany is  a  stockholder.^ 

^  213  U.  S.  414-415- 
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Justice  Harlan  held,  in  a  dissenting  opinion,  that  the  act,  rea- 
sonably and  properly  construed,  included  within  its  prohibitions 
the  transportation  of  coal  by  a  railroad  company,  if,  at  the  time, 
it  were  the  owner,  legally  or  equitably,  of  stock  —  certainly  if  it 
owned  a  majority  or  all  the  stock  —  in  the  company  which 
mined,  manufactured  or  produced,  and  then  owned,  the  coal 
which  was  being  transported  by  the  railroad  company.  Any 
other  view  of  the  act,  he  held,  would  enable  the  transporting  rail- 
road company,  by  one  device  or  another,  to  defeat  altogether  the 
purpose  which  Congress  had  in  view,  which  was  to  divorce,  in  a 
real,  substantial  sense,  production  and  transportation,  and  thereby 
to  prevent  the  transporting  company  from  doing  injustice  to  other 
owners  of  coal.  Justice  Harlan  did  not  present  any  argument 
sustaining  his  dissenting  opinion.  He  deemed  it  unnecessary  to 
do  more  than  express  his  non-concurrence,  inasmuch  as  the  cases 
had  been  determined  wholly  on  the  construction  of  certain  parts 
of  the  act  which  Congress  could  revise  if  it  deemed  it  desirable. 

The  rejection  by  Congress  of  an  amendment  specifically  pro- 
viding that  the  ownership  of  stock  in  a  subsidiary  corporation 
constitutes  such  an  interest  as  is  forbidden  by  the  commodity 
clause,  implied,  the  Supreme  Court  held,  that  Congress  did  not 
intend  to  prohibit  the  ownership  by  railroads  of  stock  in  coal 
mining  companies.  A  bill  to  make  the  clause  more  effective  in 
this  respect  was  introduced  in  the  House  of  Representatives  by 
Mr.  Wanger  of  Pennsylvania  on  the  13th  of  May,  1909,  only  ten 
days  after  the  decision  of  the  Supreme  Court.  This  bill,  which 
provided  specifically  that  the  ownership  of  the  stock  of  a  sub- 
sidiary corporation  should  be  held  to  constitute  an  interest 
(either  direct  or  indirect)  in  the  product  of  that  corporation,  was 
referred  to  the  Committee  on  Interstate  and  Foreign  Commerce. 
It  seems,  however,  never  to  have  emerged  from  committee.  In 
the  following  year,  toward  the  close  of  the  debates  on  the  Mann- 
Elkins  Act,  an  attempt  was  made  by  Senator  Bailey  of  Texas 
(who  had  taken  a  prominent  part  in  framing  the  commodity 
clause  of  the  Hepburn  Act)  to  secure  the  adoption  of  an  amend- 
ment which  would  clearly  prohibit  stock  ownership.  In  connec- 
tion with  this  subject  Senator  Bailey  remarked  that  in  the  Kght  of 
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the  Supreme  Court  decision  the  prohibitions  as  to  interest,  direct 
or  indirect,  could  have  been  improved  by  specifically  providing 
that  the  ownership  of  stock  in  certain  corporations  should  bring 
the  common  carrier  within  the  terms  of  the  statute.  But,  he  said, 
*'  I  did  not  .  .  .  think  that  necessary,  because  I  was  familiar 
w4th  that  Hne  of  decisions  which  have  almost  uniformly  held  that 
a  stockholder  in  a  corporation  has  an  interest  which  disqualifies 
him  as  a  juror  in  the  trial  of  any  case  to  which  the  corporation  is  a 
party."  ^  Senator  Bailey  said  that  he  believed  he  could  demon- 
strate, the  Supreme  Court  to  the  contrary  not\\^thstanding,  that 
the  commodity  clause,  as  originally  adopted  by  Congress,  was 
understood  to  mean  in  the  debate  exactly  what  was  proposed  by 
his  present  amendment.^  His  amendment  was  defeated,  how- 
ever, after  a  brief  discussion,  by  25  to  31,  —  36  not  voting.^ 
Another  amendment,  not  so  far-reaching,  introduced  by  Senator 
Crawford  of  South  Dakota,  was  rejected  without  a  roll  call.'* 

The  Supreme  Court,  as  we  have  seen,  declared  the  commodity 
clause  constitutional.  Its  interpretation  of  the  clause,  however, 
appeared  to  render  it  ineffective.  The  Circuit  Court  had  held 
that  the  enforcement  of  this  clause  would  make  it  necessary  for 
the  anthracite  carrying  railroads  either  to  cease  transporting  coal 
to  other  states,^  or  to  divest  themselves  of  all  title  or  interest, 
direct  or  indirect,  in  their  coal  properties,  by  a  compulsory  sale  of 
their  coal  lands  and  their  stocks  in  coal  companies.  The  Supreme 
Court  adopted,  however,  an  entirely  dift'erent  interpretation.  It 
held  that  the  '^  interest  "  referred  simply  to  a  ''  legal  "  interest 
and  that  a  railroad,  therefore,  could  not  be  said  to  be  interested, 
either  directly  or  indirectly,  in  the  mining  of  coal,  merely  because 
it  owned  all  the  capital  stock  of  a  coal  company  which  conducted 
the  mining  operations.  This  interpretation  appeared  to  require 
but  slight  changes  in  the  conduct  of  the  coal  business,  as  most  of 
the  railroads  did  not  mine  coal  directly,  but  merely  owned  the 
stock  of  coal  mining  companies.     The  only  anthracite  railroads 

*  Cong.  Record,  June  i,  1910,  p.  7212.       '  Ibid.,  June  i,  1910,  p.  7218. 
2  Ibid.,  June  i,  1910,  p.  7210.  ^  Ibid.,  June  2,  1910,  p.  7252. 

^  Except,  of  course,  the  coal  transported  for  independent  producers. 
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which  seemed  to  have  any  "  legal  "  interest  in  the  coal  trans- 
ported by  them,  and  which  were,  therefore,  affected  by  the  decis- 
ion, were  the  Lackawanna  and  the  Delaware  and  Hudson,  both 
of  which  mined  coal  directly.  These  roads  proceeded  at  once  to 
reorganize  their  affairs. 

The  Lackawanna  took  advantage  of  that  part  of  the  decision  of 
the  Supreme  Court  which  held  that  a  railroad  might  carry  in  in- 
terstate commerce  an  article  mined  by  it,  provided  it  had  in  good 
faith,  before  the  act  of  transportation,  dissociated  itself  from  the 
commodity  so  mined.  The  Lackawanna  continued  to  mine  coal, 
and  to  transport  it  in  interstate  commerce,  but  it  endeavored  to 
dissociate  itself  from  the  coal  prior  to  the  act  of  transportation  by 
selHng  it  to  another  company.  On  August  i,  1909,  the  sales  divi- 
sion of  the  Coal  Department  of  the  railroad  was  discontinued,  and 
the  Delaware,  Lackawanna  and  Western  Coal  Company,  with  a 
capitalization  of  $6,590,700,  was  organized  under  the  laws  of  New 
Jersey.^  On  August  2  a  contract  was  made  with  the  coal  com- 
pany, whereby  the  railroad  agreed  to  turn  over  to  the  coal  com- 
pany its  present  stock  of  coal,  and  to  sell  all  the  coal  thereafter  to 
be  mined  or  purchased  by  the  railroad  for  a  certain  per  cent  of  the 
tide- water  price,  —  the  basis  being  that  generally  prevaiHng  in  the 
anthracite  region.^  The  control  of  the  coal  company  was  vested 
in  the  same  hands  as  was  the  control  of  the  railroad,  its  stock 
being  purchased  by  shareholders  of  the  railroad,  with  funds  pro- 
vided by  the  railroad.  Though  paying  unusually  large  dividends, 
the  Lackawanna  had  for  several  years  been  accumulating  a  large 
surplus.  The  organization  of  the  coal  company  offered  a  good 
opportunity  for  distributing  some  portion  of  this  surplus.  A 
stock  dividend  of  15  per  cent  was  declared  (apparently  in  viola- 
tion of  the  express  prohibitions  of  its  charter),  and  in  addition  an 
extra  dividend  of  50  per  cent  payable  in  cash.  Stockholders  of 
the  railroad  were  then  given  the  option  of  using  one-half  of  this 
extra  dividend  to  purchase  at  par  stock  in  the  newly  organized 

^  Annual  Report  of  the  Lackawanna  Railroad,  1909,  p.  10. 

^  Contract  between  the  railroad  and  the  coal  company.  See  original  petition  in 
U.  S.  V.  D.  L.  and  W.  R.  R.  Co.,  and  the  D.  L.  &  W.  Coal  Co.,  in  the  District  Court 
of  the  United  States  for  the  District  of  New  Jersey.  Referred  to  hereafter  as 
Original  Petition  in  Lackawanna  Case. 
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coal  company.^  This  option  was  generally  exercised,  and  as  a 
result  the  stockholders  of  the  two  companies  became  practically 
identical,  and  harmonious  relations  were  assured.  The  president 
and  one  of  the  vice-presidents  of  the  railroad  have  from  the  be- 
ginning been  two  of  the  seven  directors  of  the  coal  company,  and 
this  vice-president  has  regularly  been  the  president  of  the  coal 
company. 2  Under  this  arrangement,  however,  it  was  possible 
that  through  the  sale  of  the  stock  of  one  or  the  other  of  the  two 
companies  this  community  of  interest  might  in  time  be  dissolved. 
The  danger  that  any  conflict  of  interest  would  thus  arise,  which 
might  jeopardize  the  future  traffic  of  the  railroad,  has  been  obvi- 
ated by  the  ingenious  pro\dsion  that  the  contract  between  the 
railroad  and  the  coal  company  is  terminable  upon  six  months^ 
notice  by  either  party.^  By  such  a  device  the  coal  company  be- 
came in  reality  a  mere  subsidiary  seUing  agency  of  the  railroad.'* 

The  operations  of  this  new  concern  have  proved  to  be  highly 
profitable.  From  almost  the  very  beginning  it  has  paid  lo  per 
cent  dividends,  and  in  19 13  it  declared  an  extra  di\ddend  of  20  per 
cent,^  while  at  the  same  time  it  was  building  up  an  enormous 
surplus. 

The  Delaware  and  Hudson,  like  the  Lackawanna,  was  directly 
engaged  in  the  mining  of  coal,  but  it  had  for  several  years  sold  all 
of  its  larger  sizes  of  coal  at  the  mines,  prior  to  the  act  of  trans- 
portation. This  practice  had  not  been  followed,  however,  for  the 
smaller  sizes.  As  the  result  of  the  decision  of  the  Supreme  Court 
the  railroad,  on  June  i,  1909,  made  a  contract  with  the  Hudson 
Coal  Company,  all  of  whose  stock  was  owned  by  the  railroad, 
whereby  the  coal  company  agreed  to  buy  at  the  pit  mouth  all  the 
coal  produced  from  the  mines  belonging  to  the  railroad.®  The 
Delaware  and  Hudson,  therefore,  resorted  to  the  same  scheme  for 

^  Annual  Report  of  Uie  Lackawanna  Railroad,  1909,  p.  11. 

2  Original  Petition  in  Lackawamm  Case,  p.  14. 

'  Contract  in  Original  Petition  in  Lackawanna  Case,  p.  2>3>- 

*  The  coal  company  agreed  to  purchase  all  the  coal  offered  by  the  railroad,  and 
no  other,  unless  necessar>'  to  comply  with  contracts  then  outstanding,  and  it  has 
always  leased  all  the  necessary  trestles  and  storage  plants  from  the  railroad.  Con- 
tract in  Original  Petition  in  Lackawanna  Case,  pp.  27-30. 

5  Citron.,  96:  949  (1913). 

*  Annual  Report  of  the  Delaware  and  Hudson  Company,  1909,  p.  9. 
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dissociating  itself  from  the  coal  transported  by  it  as  had  been  fol- 
lowed by  the  Lackawanna,  except  that  the  organization  of  a  spe- 
cial company  to  purchase  the  coal  was  unnecessary,  as  the  railroad 
already  owned  the  stock  of  a  subsidiary,  which  could  be  used  for 
that  purpose.  It  remains,  however,  to  be  judicially  determined 
whether  the  Delaware  and  Hudson  has,  in  good  faith,  dissociated 
itself  from  the  coal  prior  to  the  act  of  transportation,  as  the  rail- 
road owns  the  total  capital  stock  of  the  coal  company  offering  its 
product  to  the  railroad  for  shipment. 

The  interpretation  put  upon  the  commodity  clause  by  the 
Supreme  Court  in  1909  gave  Kttle  ground  for  assuming  that  the 
legislative  prohibitions  would  materially  affect  the  anthracite 
coal  situation.  A  case  recently  decided  by  the  Supreme  Court, 
however,  indicates  that  the  commodity  clause  may  yet  prove 
more  effective  than  was  commonly  supposed,  and  that  some  fur- 
ther changes  in  the  conduct  of  the  business  may  be  necessary. 
The  Supreme  Court,  after  rendering  its  decision  on  the  constitu- 
tionahty  of  the  commodity  clause,  remanded  the  case  to  the  Cir- 
cuit Court  for  such  further  proceedings  as  might  be  necessary  to 
enforce  the  statute  as  it  had  been  interpreted.  The  Government 
thereupon  amended  its  original  bill  against  the  Lehigh  Valley.^ 
In  the  second  petition  it  was  charged  by  the  prosecution  that 
though  the  Supreme  Court  had  held  that  stock  ownership  by  a 
railroad  company  in  a  bona  fide  corporation  did  not  make  it  illegal 
for  the  railroad  to  transport  in  interstate  commerce  commodities 
mined  by  this  corporation,  yet  the  Lehigh  Valley  Coal  Company 
was  not  a  bona  fide  mining  corporation,  but  a  mere  agency  or  de- 
partment of  the  railroad.  This  being  the  case,  the  railroad  had  at 
the  time  of  transportation  an  interest,  in  a  legal  sense,  in  the  coal 
thus  transported  and  had  not,  therefore,  in  good  faith  dissociated 
itself  from  the  ownership  of  the  coal.  Evidence  was  introduced 
to  show  that  the  Lehigh  Valley  Railroad  used  the  coal  company  as 
a  mere  device  to  enable  it  to  evade  the  prohibitions  of  the  com- 
modity clause. 2    The  Circuit  Court,  however,  on  March  7,  19 10, 

*  The  Government  did  not  amend  its  bills  against  the  other  railroads,  regarding 
the  Lehigh  Valley  suit  as  a  test  case. 

*  220  U.  S.  268-270. 


2o6  THE  ANTHRACITE  COAL  COMBINATION 

denied  the  request  of  the  United  States  for  leave  to  file  the 
amended  bill,  and  upon  motion  of  the  railroad  counsel  dismissed 
the  bill  absolutely.^     The  Government  appealed  from  this  decree 
to  the  Supreme  Court,  which,  on  April  3,  191 1,  rendered  a  decision 
reversing  the  lower  court.     The  Supreme  Court  in  a  discussion  of 
the  legal  points  involved  sharply  criticized  the  Circuit  Court  for 
its  refusal  to  permit  the  Government  to  file  the  amended  bill.    We 
are  concerned  here,  however,  primarily  with  the  opinion  of  the 
Court  as  to  the  relation  of  the  coal  company  to  the  railroad.     In 
the  words  of  the  Court,  "  While  this  decision  [the  decision  in  the 
commodity  clause  case]  expressly  held  that  stock  ownership  by  a 
railroad  company  in  a  bona  fide  corporation,  irrespective  of  the 
extent  of  such  ownership,  did  not  preclude  a  railroad  company 
from  transporting  the  commodities  manufactured,  mined,  pro- 
duced or  owned  by  such  corporation,  nothing  in  that  conclusion 
foreclosed  the  right  of  the  Government  to  question  the  power  of 
the  railroad  company  to  transport  in  interstate  commerce  a  com- 
modity manufactured,  mined,  owned  or  produced  by  a  corpora- 
tion in  which  the  railroad  held  stock  and  where  the  power  of  the 
railroad  company  as  a  stockholder  was  used  to  obliterate  all  dis- 
tinctions between  the  two  corporations."  ^     The  Supreme  Court 
held  that  the  facts  averred  ''  tended  to  show  an  actual  control  by 
the  railroad  company  over  the  property  of  the  coal  company  and 
an  actual  interest  in  such  property  beyond  the  mere  interest 
which  the  railroad  company  would  have  had  as  a  holder  of  stock 
in  the  coal  company."  ^     It  was  further  held  that  the  use  of  stock 
ownership  in  another  corporation  for  the  purpose  of  destroying 
the  entity  of  the  corporation  and  commingling  its  affairs  with  the 
affairs  of  the  railroad,  so  as  to  make  the  two  companies  virtually 
one,  brings  the  railroad  company  so  acting  within  the  prohibitions 
of  the  commodity  clause.'* 

The  Supreme  Court,  therefore,  remanded  the  case  for  a  deter- 
mination of  the  fact  whether  the  Lehigh  Valley  Coal  Company 
was  or  was  not  a  department  of  the  railroad.  In  accordance  with 
this  ruhng,  the  Circuit  Court  permitted  the  filing  of  an  amended 

^  220  U.  S.  270.  ^  Ibid.,  p.  272. 

2  ibid.^  pp.  271-272.  *  Ibid.,  p.  274. 


THE  LEGAL  STATUS  OF   THE  COMBINATION        20/ 

complaint.  The  Government  thereupon  filed  in  the  Circuit 
Court  at  Philadelphia  on  the  6th  of  June,  191 1,  a  bill  against  the 
Lehigh  Valley  Railroad,  charging  as  before  that  the  various  coal 
companies  owned  by  the  railroad  were  not  bona  fide  concerns,  but 
mere  devices  for  evading  the  commodity  clause.  Without  wait- 
ing for  the  decision  of  the  Court,  the  Lehigh  Valley  effected  a  re- 
adjustment of  its  affairs.  On  January  22,  191 2,  the  Lehigh 
Valley  Coal  Company  secured  the  incorporation,  under  the  laws 
of  New  Jersey,  of  a  new  corporation,  the  Lehigh  Valley  Coal  Sales 
Company,  with  an  authorized  capital  stock  of  $10,000,000,  of 
which  $6,060,800  was  issued  upon  the  organization  of  the  com- 
pany. On  March  i,  191 2,  the  Lehigh  Valley  Coal  Company 
entered  into  a  contract  with  the  Coal  Sales  Company,  whereby 
the  latter  was  to  purchase,  ship,  and  sell  the  coal  mined,  or  other- 
wise acquired  by  the  Coal  Company.^  On  the  same  day  in  which 
the  Lehigh  Valley  Coal  Company  authorized  the  organization  of 
the  Coal  Sales  Company,  the  Lehigh  Valley  Railroad  declared  a 
special  ten  per  cent  cash  dividend,^  which  could  be  used  for  sub- 
scriptions to  the  stock  of  the  newly  organized  corporation.  The 
railroad,  therefore,  in  effect  provided  its  shareholders  with  funds, 
with  which  they  could  (and  they  generally  did)  purchase  the  stock 
of  the  new  company  without  any  expense  to  themselves.  The 
result  was  that  the  stockholders  of  the  railroad  and  of  the  Coal 
Sales  Company  became  practically  identical.  In  addition,  the 
officers  and  directors  of  the  Coal  Sales  Company  were  chosen 
largely  from  among  the  officers  and  directors  of  the  railroad  and 
of  the  Coal  Company.  Of  the  seven  directors  of  the  Sales  Com- 
pany, one  is  a  vice-president  of  the  railroad,  another  is  a  son  of  a 
director  of  the  railroad,  and  a  third,  who  is  also  president  of  the 
Sales  Company,  was,  until  the  formation  of  the  latter  company,  a 
director  of  the  railroad.  The  danger  that  such  close  relations 
might  eventually  be  broken  up  has  been  warded  off,  as  was  done 
by  the  Lackawanna,  by  a  provision  that  the  contract  between  the 
Sales  Company  and  the  Coal  Company  (owned  by  the  railroad) 
is  terminable  upon  the  option  of  either  party  upon  six  months' 

^  Annual  Report  of  the  Lehigh  Valley  Coal  Company,  191 2,  p.  6,. 
^  Ihid.,  p.  14. 
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notice.  As  the  main  asset  of  the  Coal  Sales  Company  is  its  con- 
tract for  the  purchase  of  the  coal  of  the  Lehigh  Valley  Coal 
Company,  such  a  provision  would  seem  to  assure  continued  good 
relations.^ 

The  profits  of  the  newly  organized  Sales  Company  have  been 
enormous.  Since  October  21,  191 2,  it  has  regularly  paid  quar- 
terly dividends  of  2  J  per  cent,  and  in  November,  19 13,  less  than 
two  years  after  its  organization,  it  declared  an  extra  cash  dividend 
of  25  per  cent,  and  at  the  same  time  gave  subscription  privileges, 
which  amounted  to  a  25  per  cent  stock  dividend.  In  addition, 
the  company  had  accumulated  by  December  31,  19 13,  a  surplus 
of  $1,134,847. 

These  various  devices  of  the  anthracite  companies  for  bringing 
their  affairs  into  compliance  with  the  commodity  clause  have 
been  recently  attacked  by  the  Government.  On  February  13, 
1 9 13,  it  brought  suit  against  the  Delaware,  Lackawanna  and  Wes- 
tern Railroad,  and  the  Delaware,  Lackawanna  and  Western  Coal 
Company,  charging  that  the  mere  organization  (in  1909)  of  a  coal 
company  to  purchase  the  coal  mined  by  the  railroad  did  not 
divest  the  railroad  of  all  interest  in  the  coal  transported  by  it,  as 
required  by  the  commodity  clause.  The  newly  organized  coal 
company,  it  was  claimed,  must  always  be  subservient  to  the  will 
of  the  railroad  and  those  who  control  it.  The  stockholders  of  the 
railroad  have  constituted  the  dominant  stockholders  of  the  coal 
company,  and  probably  always  will.  They  elect  its  officers,  de- 
termine its  policies,  and,  moreover,  they  may  take  away  its  sole 
business  upon  six  months'  notice.  If  its  conduct  shall  fail  to 
meet  with  their  approval,  it  may  be  deprived  of  all  benefits  under 
the  sales  contract,  and  its  business  quickly  destroyed.  In  such 
event  a  similar  subterfuge  could  be  organized,  and  the  profits  of 
the  entire  business  be  secured  by  the  stockholders  of  the  railroad. ^ 
The  Government  further  charged  that  the  contract  between  the 

^  As  in  the  contract  between  the  Lackawanna  Railroad  and  its  coal  company,  the 
Lehigh  Valley  Coal  Sales  Company  agreed  to  purchase  all  the  coal  offered  by  the 
Coal  Company,  and  no  other,  unless  necessary  to  comply  with  contracts  then  out- 
standing; and  it  has  likewise  leased  from  the  Coal  Company  all  the  necessary  yards, 
and  stor^e  and  selling  facilities. 

^  Original  Petition  in  Lackawanna  Case,  p.  20. 
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railroad  and  the  coal  company  is  in  restraint  of  trade,  and  an 
attempt  to  monopolize  the  coal  business  along  the  railroad's  lines 
in  violation  of  the  Sherman  Anti-Trust  Act. 

A  decision  ^  in  this  case  was  rendered  by  the  Circuit  Court  on 
April  7,  1 9 14.  This  Court  held  that  since  it  had  been  determined 
by  the  Supreme  Court  that  a  railroad  ^  might  own  stock  in  a  bona 
fide  coal  company  without  offending  against  the  commodity 
clause,  clearly  no  offense  was  committed  when  the  stockholders  ^ 
of  a  railroad  subscribed  to  the  stock  of  a  coal  company.  In  the 
words  of  the  lower  court,  "  no  Act  of  Congress  or  judicial  decision 
has  declared  it  to  be  illegal  for  an  individual  citizen  to  invest  his 
money  in  two  enterprises,  merely  because  the  enterprises  may  be 
closely  connected."  ^  The  only  qualification  which  the  Supreme 
Court  had  imposed  was  that  the  company  in  which  the  railroad 
held  stock  must  be  a  bona  fide  corporation ;  the  railroad  must  not 
use  the  power  given  by  such  ownership  of  stock  to  destroy  the 
entity  of  the  subsidiary  corporation.*  The  Circuit  Court,  how- 
ever, found  no  evidence  that  the  Delaware,  Lackawanna  and 
Western  Railroad  or  its  dominating  stockholders  had  erred  in  this 
respect.  Rather  the  evidence  was  that  the  railroad  and  the  newly 
organized  coal  company  were  becoming  more  and  more  distinct. 
Though  at  the  outset  the  stockholders  of  the  two  companies  were 
nearly  identical,  by  October,  1913,  the  shares  of  the  railroad  not 
interested  in  the  coal  company  had  increased  from  2,249  to 
38,716;  and  the  shares  of  the  coal  company  not  interested  in  the 
railroad  had  increased  to  6,907.  The  Circuit  Court  concluded, 
therefore,  "  that  the  transactions  between  the  two  companies 
began  and  have  been  carried  on  in  good  faith,  in  obedience  to  the 
decisions  of  the  Supreme  Court,  .  .  .  and  that  the  two  [com- 
panies] are  not  one  for  all  purposes  [as  is  charged  by  the  govern- 
ment], but  are  two  distinct  and  separate  legal  beings,  actually 
engaged  in  separate  and  distinct  operations.     It  follows  that  the 

1  U.  S.  V.  D.  L.  and  W.  R.  R.  Co.,  and  D.  L.  and  W.  Coal  Co.,  in  the  District 
Court  of  the  United  States  for  the  District  of  New  Jersey,  pp.  1-46. 

2  Italics  supplied  by  the  author. 

^  Decision  of  Circuit  Court,  p.  27.  This  decision,  should  it  be  sustained  by  the 
Supreme  Court,  will  clearly  have  an  important  bearing  upon  the  larger  problem  of 
trust  dissolution. 
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railroad  does  not  own  the  coal  in  question,  either  in  whole  or  in 
part,  during  its  carriage,  but  it  has  in  good  faith  dissociated  itself 
therefrom  before  the  beginning  of  the  act  of  transportation."  ^ 
The  suit  of  the  government  was  therefore  dismissed.  The  Cir- 
cuit Court  rendered  no  opinion  as  to  whether  the  railroad  and  the 
coal  company  had  entered  into  a  contract  or  combination  in 
restraint  of  trade  in  violation  of  the  Sherman  Anti-Trust  Act; 
it  explained  that  the  oral  argument  had  left  the  Court  under  the 
impression  that  this  charge  was  not  much  insisted  upon  by  the 
government.  An  appeal  from  the  above  rulings  is  now  pending 
in  the  Supreme  Court. 

The  government  has  likewise  brought  action  against  the  Read- 
ing Company  and  its  aUied  railroads  and  coal  companies.  On 
September  2,  1913,  some  months  prior  to  the  above  decision,  the 
government  filed  in  the  District  Court  of  the  United  States  for  the 
Eastern  District  of  Pennsylvania  a  bill  against  the  Reading  Com- 
pany, the  Philadelphia  and  Reading  Railway,  the  Philadelphia 
and  Reading  Coal  and  Iron  Company,  the  Central  Railroad  of 
New  Jersey,  the  Lehigh  and  Wilkes-Barre  Coal  Company,  the 
Lehigh  Coal  and  Na\dgation  Company  and  three  minor  railroads, 
and  nine  individual  defendants.  The  petition  recited  numerous 
acts  and  relations  which  were  declared  to  constitute  combina- 
tions in  restraint  of  trade  in  violation  of  the  Sherman  Anti-Trust 
Law,  and  further  to  constitute  violations  of  the  commodity 
clause  of  the  Hepburn  Act.^ 

It  was  such  prosecutions  as  these,  doubtless,  which  influenced 
the  Pennsylvania  Railroad  to  yield  to  pubUc  opinion,  and  to  avoid 
the  danger  of  further  conflicts  along  this  Hne  with  the  Govern- 
ment. Within  a  very  few  weeks  after  the  above-mentioned 
action  against  the  Reading  Company  had  been  instituted,  the 
president  of  the  Pennsylvania  Railroad  announced  that  the  direc- 
tors of  his  company  had  decided  to  sell  the  securities  held  by  the 
railroad  in  the  Susquehanna  Coal  Company  and  other  anthracite 
mining  companies.^     In  order,  however,  to  insure  the  continued 

^  Decision  of  Circuit  Court,  P-  4i- 

2  Original  Petition  in  Reading  Case,  pp.  1-3,  69-75. 

3  Chron.,  97:  887  (Sept.  27,  1913). 
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operation  of  the  unprofitable  as  well  as  the  profitable  mines  and 
to  insure  thereby  the  railroad's  future  traffic,  and  in  order  to 
assure  itself  of  a  market  for  all  its  coal  lands,  the  ownership  of  the 
various  anthracite  properties  is  first  being  compacted  into  the 
Susquehanna  Coal  Company.^  The  purchaser  of  this  company, 
or  the  plan  of  sale,  has  not  yet  (April,  19 14)  been  announced. 

A  decision  in  the  above-mentioned  suit  ^  against  the  Lehigh 
Valley  Railroad  and  the  Lehigh  Valley  Coal  Company  charging 
violation  of  the  commodity  clause  was  not  rendered  by  the  Cir- 
cuit Court.  Apparently  the  organization  of  the  Lehigh  Valley 
Coal  Sales  Company  made  the  bringing  of  a  new  action  seem  ad- 
visable. At  any  rate,  the  earher  suit,  by  the  consent  of  both 
parties,  was  dismissed  by  the  Circuit  Court  without  prejudice  on 
January  27,  1913.^  This,  however,  was  but  the  prelude  to  the 
bringing  of  a  new  bill.  On  March  18,  1914,  a  suit  was  filed  in  the 
District  Court  of  the  United  States  for  the  Southern  District  of 
New  York  against  the  Lehigh  Valley  Railroad,  the  Lehigh  Valley 
Coal  Company,  the  Lehigh  Valley  Coal  Sales  Company,  and  other 
alHed  companies,  as  well  as  against  a  number  of  individuals.  As 
in  the  earlier  proceedings  against  the  Delaware,  Lackawanna  and 
Western,  and  against  the  Reading,  violation  of  both  the  Sherman 
Anti-Trust  Act  and  of  the  commodity  clause  was  charged.  With 
respect  to  the  commodity  clause,  it  was  maintained  that  the 
transportation  by  the  Lehigh  Valley  Railroad  of  coal  mined  by 
the  Lehigh  Valley  Coal  Company  was  a  violation  of  the  clause,  as 
the  coal  company  was  not  a  bona  fide  corporation  but  a  mere  de- 
partment of  the  railroad.  It  was  hkewise  maintained  that  the 
organization  of  the  Lehigh  Valley  Coal  Sales  Company  did  not 
constitute  a  compliance  with  the  commodity  clause,  but  rather  a 
device  of  evasion.  It  was  claimed  that  the  Lehigh  Valley  Coal 
Sales  Company  must  always  be  subservient  to  the  will  and  direc- 

^  Annual  Report  of  the  Pennsylvania  Railroad,  1913,  pp.  14-15.  Some  such  con- 
solidation was  suggested  as  far  back  as  1899,  but  vigorous  objection  to  the  plan  was 
made  by  the  vice-president  of  the  coal  companies.  For  his  most  interesting  letter 
to  the  assistant  to  the  president  of  the  Pennsylvania  Railroad,  see  Appendix,  Letter 
VII. 

2  See  p.  207. 

'  Chron.,  96:  360  (1913). 
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tion  of  those  who  control  the  railroad.  Such  persons  constitute 
its  dominant  stockholders  (the  majority  stockholders  of  the  rail- 
road own  80  per  cent  of  the  shares  of  the  Sales  Company),  they 
elect  its  officers,  and  they  determine  its  policies.  With  minor 
exceptions,  the  Coal  Sales  Company  can  buy  its  coal  from  no  one 
but  the  Lehigh  Valley  Coal  Company,  from  which  company  it 
leases  all  of  its  yards,  and  storage  and  selling  faciHties.  In  short, 
so  it  was  claimed,  the  two  corporations  are  but  instrumentaUties 
of  substantially  the  same  group  of  stockholders.  The  Govern- 
ment prayed,  therefore,  that  the  transportation  of  anthracite 
coal  by  the  railroad  for  the  Coal  Sales  Company  be  enjoined,  so 
long  as  the  stockholders  of  the  railroad  constitute  also  the  control- 
ling stockholders  of  the  Coal  Sales  Company.^ 

Even  should  the  government  prove  successful  in  its  contention 
that  the  Lehigh  Valley  Coal  Company,  which  mines  the  coal,  is 
but  a  mere  department  of  the  railroad,  the  claim  has  been  made 
by  the  railroad  that  the  Coal  Company  has  disposed  of  its  coal  to 
the  Coal  Sales  Company,  and  that  "  neither  the  Lehigh  Valley 
Railroad  nor  the  Lehigh  Valley  Coal  Company  has  any  ownership 
in  the  stock  of  the  Sales  Company  or  any  interest,  direct  or  in- 
direct, in  the  coal  transported.'*  ^  Unless  then  our  courts  shall  hold 
that  a  railroad  does  have  an '  interest '  in  coal  offered  for  transpor- 
tation by  a  company  whose  stockholders  are  the  same  as  those  of 
the  railroad,  it  is  obvious  that  the  commodity  clause  must  be 
made  more  specific,  if  the  underlying  principle  is  to  be  applied 
with  any  considerable  degree  of  success. 

Coincidently  with  these  cases  involving  an  alleged  violation  of 
the  commodity  clause,  the  Government  was  conducting  a  prose- 
cution of  certain  anthracite  coal  roads  and  their  subsidiary  coal 
companies  for  violation  of  the  Sherman  Anti-Trust  Act.  On  the 
12th  of  June,  1907,  the  Department  of  Justice  instituted  in  the 
Circuit  Court  for  the  Eastern  District  of  Pennsylvania  a  suit  to 
dissolve  the  combination  in  the  anthracite  coal  business.  In  the 
petition  of  the  Government  it  was  charged  that  the  defendants  at 

^  Original  Petition  in  Lehigh  Valley  Case,  pp.  69,  73,  79. 
^  Annual  Report  of  the  Lehigh  Valley  Railroad^  191 2,  p.  13, 
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some  time  since  1892  had  entered  into  a  combination  or  conspir- 
acy general  in  scope,  by  which  they  restrained  and  monopolized 
the  anthracite  coal  trade.  In  the  development  of  this  general 
combination,  it  was  charged,  a  number  of  contributory  acts  had 
been  committed,  each  of  which  was  in  itself  in  restraint  of  trade. 
These  unlawful  acts  were  the  purchase  of  the  New  York,  Susque- 
hanna and  Western  by  the  Erie,  the  defeat  through  the  Temple 
Iron  Company  of  an  attempt  to  build  an  independent  road  to 
tide-water,  the  purchase  of  the  Pennsylvania  Coal  Company  and 
its  alHed  railroads  and  the  consequent  abandonment  of  a  second 
independent  outlet,  the  purchase  of  the  Central  of  New  Jersey  by 
the  Reading  Company,  and,  finally,  the  signing  of  the  uniform 
percentage  contracts.^ 

The  original  defendants  in  the  suit  may  be  divided  into  three 
groups,  (i)  The  Reading  Company  (the  holding  company) ;  (2) 
the  Philadelphia  and  Reading  Railway,  the  Central  of  New  Jer- 
sey, the  Lehigh  Valley,  the  Lackawanna,  the  Erie,  and  the  New 
York,  Susquehanna  and  Western;  (3)  the  respective  coal  com- 
panies of  the  railroads,  including  the  Temple  Iron  Company, 
jointly  owned  by  the  six  defendant  railroads.^  The  Delaware 
and  Hudson,  the  Pennsylvania  and  the  Ontario  were  not  made 
defendants,  as  they  had  not  combined  with  the  other  roads  to 
purchase  the  stock  of  the  Temple  Iron  Company,  and  had  not 
participated  in  any  of  these  separate  steps  in  the  development  of 
the  combination.  They  had,  it  is  true,  signed  contracts  with  the 
individual  operators,  but  these  in  no  case  contained  the  perpetu- 
ity clause,  which  was  typical  of  the  contracts  signed  by  the  defend- 
ants. After  all  of  the  original  defendants  had  filed  their  answers, 
the  United  States  on  October  17,  1907,  amended  its  original 
petition  by  bringing  in  the  individual  operators,^  who,  by  the 
signing  of  the  percentage  contracts,  had  placed  the  railroad  coal 
companies  in  control  of  their  output,  and  by  including,  in  addition, 
the  trustees  for  the  mortgages  of  the  Reading  Company  and  the 

*  Brief  for  the  United  States  in  the  Sherman  Anti-Trust  Case,  pp.  6,  9-13.  See 
Biblio.  no.  156. 

^  Ibid.,  pp.  6-7. 

'  Including  the  Delaware  and  Hudson  Company,  which  sold  a  part  of  its  output 
under  contract  to  the  Hillside  Coal  and  Iron  Company. 
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Erie  Railroad,  who  held  legal  title  to  the  stock  of  the  Central  of 
New  Jersey,  and  of  the  New  York,  Susquehanna  and  Western 
respectively,  the  acquisition  of  which  the  Government  held  to  be 
unlawful.^ 

The  Circuit  Court  rendered  its  decision  ^  on  December  8,  1910, 
three  separate  opinions  being  handed  down.      The  charge  that 
the  defendants  had  entered  into  a  general  combination  or  con- 
spiracy was  unanimously  dismissed;    and  it  was  unanimously 
agreed  that  the  purchases  of  the  New  York,  Susquehanna  and 
Western,  the  Central  of  New  Jersey,  and  the  Pennsylvania  Coal 
Company  were  not  unlawful  acts,  Judge  Gray  holding  that  if  no 
general  agreement  was  disclosed,  it  was  hardly  worth  while  to 
consider  at  great  length  the  separate  steps  in  the  development  of 
the  combination.     The  court  also  dismissed  the  charge  that  the 
percentage  contracts  were  an  unlawful  step  in  the  development 
of  the  combination.      From  this  portion  of  the  decision  Judge 
Bufhngton  dissented.     He  held  that  by  means  of  the  contracts 
articles  which  had  previously  entered  into  competitive  interstate 
commerce  had  been  withdrawn  from  such  competition,  and  that 
an  instrument  which  brought  about  this  result  was  a  combination 
in  restraint  of  trade.  The  only  contention  of  the  Government  that 
was  sustained  by  this  court  was  the  charge  that  the  railroads  had 
unlawfully  combined  through  the  Temple  Iron  Company  to  pre- 
vent the  building  of  a  proposed  independent  railroad.      In  this 
connection  Judge  Bufhngton  held  that  if  the  combination  of  the 
railroads  through  the  Temple  Iron  Company  was  not  illegal,  there 
was  no  legal  bar  to  the  railroads,  through  this  company,  absorbing 
all  the  anthracite  coal  not  now  owned  by  the  subsidiary  coal  com- 
panies of  the  railroads.     He  held  that  the  railroads  had  made  the 
Temple  Iron  Company  an  instrument  to  enable  them  jointly  to 
combine  in  restraint  of  trade. 

From  the  decision  of  the  Circuit  Court  an  appeal  was  taken  to 
the  Supreme  Court.  The  Government  appealed  from  that  part 
of  the  decree  dismissing  its  charges,  and  the  defendants  prosecuted 

*  Brief  for  the  United  States  in  the  Sherman  Anti-Trust  Case,  p.  16.  See  Biblio* 
no.  156. 

'  183  Fed.  Rep.  427-497. 
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two  separate  appeals  —  one  by  the  Temple  Iron  Company  and 
the  other  by  the  Reading  Company  and  the  defendant  rail- 
roads —  from  that  part  of  the  decree  adjudging  that  they  were 
joined  in  an  unlawful  combination  through  the  Temple  Iron 
Company. 

The  Supreme  Court  rendered  its  decision  on  December  16, 
1912.^  In  regard  to  the  charge  that  there  existed  a  general  com- 
bination, the  Court  unanimously  held  (three  judges  not  partici- 
pating) that  the  case  was  ''  barren  of  documentary  ^  evidence  of 
solidarity."  The  fact  of  a  general  combination,  if  it  exists,  must 
be  deduced,  the  Court  held,  from  specific  acts  or  transactions  in 
which  the  companies  have  united.  The  Court  held  that  the  Gov- 
ernment had  failed  in  its  attempt  to  show  any  contract  or  agree- 
ment between  the  defendant  carriers  to  distribute  the  total 
tonnage  of  coal  according  to  a  definite  scale  of  percentages.  The 
Supreme  Court  also  dismissed  the  charge  that  the  purchases  of 
the  New  York,  Susquehanna  and  Western,  the  Central  Railroad 
of  New  Jersey,  and  the  Pennsylvania  Coal  Company  were  unlaw- 
ful acts  in  furtherance  of  the  illegal  plan  of  a  general  combination. 
*'  So  far  as  this  record  shows  not  one  of  these  transactions  was  the 
result  of  any  general  combination  between  all  of  the  defendants."  ^ 
And  if  these  transactions  "  did  not  constitute  any  part  of  any 
general  plan  or  combination  entered  into  by  all  the  carrier  com- 
panies, their  separate  consideration  as  independent  violations  of 
the  act  of  Congress  is  not  admissible  under  the  general  frame  of 
this  bill.^  As  to  the  legahty  of  these  three  minor  combinations 
(that  is,  the  purchases  of  the  New  York,  Susquehanna  and  West- 
ern, the  Central  Railroad  of  New  Jersey,  and  the  Pennsylvania 
Coal  Company),  the  Court  expressed  no  opinion,  but  directed 
that  the  bill,  in  so  far  as  it  sought  relief  against  them,  be  dis- 
missed, without  prejudice. 

The  Supreme  Court  upheld  the  lower  court  in  adjudging  the 
combination  through  the  Temple  Iron  Company  to  be  an  unlaw- 
ful combination.  This  company,  the  Court  held,  had  been  used 
as  the  instrument  whereby  a  proposed  independent  railroad  — 

1  226  U.  S.  324-373.  3  226  U.  S.  372. 

^  Italics  supplied  by  the  author.  *  Ibid. 
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the  New  York,  Wyoming  and  Western  —  was  successfully 
"  strangled,"  and  the  monopoly  of  transportation  collectively 
held  by  the  six  defendant  carrier  companies  was  maintained.  The 
Court  characterized  as  narrow  the  view  that  since  the  New  York, 
Wyoming  and  Western  had  been  effectively  strangled,  it  would 
be  idle  to  enjoin  the  doing  of  an  act  already  accomplished.  It 
held  that  ^'  the  combination  by  means  of  the  Temple  Company 
still  exists.  It  has  been  and  still  is  an  efficient  agency  for  the  col- 
lective activities  of  the  defendant  carriers  for  the  purpose  of  pre- 
venting competition  in  the  transportation  and  sale  of  coal  in  other 
States.  .  .  .  Through  it,  the  defendants,  in  combination,  may 
absorb  the  remaining  output  of  independent  producers.  The  evil 
is  in  the  combination."  ^  It  was  held  that  the  board  of  directors 
of  the  Temple  Iron  Company,  ''  composed  as  it  is  of  men  repre- 
senting the  defendants,  suppHes  time,  place  and  occasion  for  the 
expression  of  plans  or  combinations  requiring  or  inviting  concert 
of  action."  ^ 

The  Supreme  Court  reversed,  however,  the  decree  of  the  Cir- 
cuit Court  sustaining  the  percentage  contracts.  It  recited  the 
persistent  attempts  of  the  operators  to  secure  an  independent 
outlet  to  tide-water,  first  through  the  New  York,  Wyoming  and 
Western  Railroad,  and  later  through  the  Delaware  Valley  and 
Kingston  Railroad.  These  persistent  attempts  offered  a  constant 
menace  to  the  monopoly  of  transportation  enjoyed  by  the  defend- 
ants. For  the  raihoads  to  renew  the  contracts  for  short  terms 
would  but  postpone  the  day  of  competition.  The  obvious  solu- 
tion was  perpetual  contracts.  The  Court  was  not  surprised  that 
the  railroads  were  willing  to  offer  more  favorable  terms  than  here- 
tofore, as  these  perpetual  contracts  would  remove  forever  the  in- 
ducement to  the  entry  of  competing  lines  of  anthracite  carriers, 
and  would  remove,  also,  the  coal  of  the  independents  from  compe- 
tition with  the  coal  of  the  defendants.  Upon  this  aspect  of  the 
case,  the  Court  agreed  with  Judge  Buffington,  of  the  Circuit 
Court,  who  had  held,  in  a  dissenting  opinion,  that  "  there  is  no 
more  subtle  and  effective  agency  for  the  gradual,  unnoted  absorp- 
tion by  interstate  carriers  of  the  remaining  interstate  product 
1  226  U.  S.  352-353.  2  /^jj.^  p.  3-3. 
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than  these  perpetual  contracts."  ^  To  suppress  competition 
through  the  percentage  contracts  would  require,  however,  con- 
certed action,  as  the  attempt  of  a  few  to  secure  the  independent 
coal  would  have  been  resisted  by  those  not  included.  The  Court 
held  that  the  defendants  had  so  acted  in  concert  with  the  intent 
and  design  of  controlling  the  sale  of  the  independent  output,  and 
thus  preventing  competition  with  their  own  coal.  The  Supreme 
Court  remanded  the  case  with  direction  to  enter  a  decree  cancel- 
ling each  of  these  contracts,  and  perpetually  enjoining  their  fur- 
ther execution. 

In  accordance  with  the  decree  of  the  Supreme  Court  the  per- 
petual contracts  for  the  sale  of  coal  have  been  terminated,^  and 
the  coal  properties  of  the  Temple  Iron  Company  have  been  sold. 
The  directors  of  the  Temple  Iron  Company  announced  on  May  i , 
1 9 14,  that  the  company  had  sold  the  stock  of  its  eight  coal  com- 
panies to  Mr.  S.  B.  Thorne.^  The  final  decree  of  the  court  had 
provided  that  the  purchaser  of  the  properties  of  the  Temple  Iron 
Company  must  be  a  bona  fide  purchaser,  not  one  in  privity  with 
or  sustaining  any  relation  in  interest,  direct  or  indirect,  to  any  of 
the  earlier  defendants.^  The  purchaser  was  at  one  time  general 
manager  of  the  Temple  Iron  Company.^ 

The  Supreme  Court  had  expressed  no  opinion  as  to  the  legality 
of  the  purchase  of  the  Central  Railroad  of  New  Jersey  by  the 
Reading  Company,  or  the  purchase  of  the  New  York,  Susque- 
hanna and  Western  Railroad  and  the  Pennsylvania  Coal  Company 
by  the  Erie.  It  had  dismissed  the  bill  without  prejudice,  in  so 
far  as  it  sought  relief  against  these  minor  combinations,  inti- 
mating that  the  proper  method  of  procedure  would  be  to  bring 
independent  action  against  these  minor  combinations.  The 
Government,  therefore,  on  September  2,  19 13,  as  noted  above,^ 
brought  suit  against  the  Reading  Company  and  its  allied  railroads 

1  183  Fed.  Rep.  475. 

2  In  two  cases  at  least  the  railroad  coal  company  still  buys  coal  from  the  individ- 
ual operators,  but  not  under  a  perpetual  contract.  See  Decision  of  Circuit  Court, 
U.  S.  V.  D.  L.  and  W.  R.  R.  Co.,  p.  38;  and  Original  Petition  in  Lehigh  Valley  Case, 
p.  36. 

'  Chron.y  98:  1465  (1914).  ^  Chron.,  98:  1465  (1914). 

*  Chron.,  98:  xiii,  (April  11,  1914).        ^  Seep.  210. 
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and  coal  companies,  charging  that  the  purchase  of  the  Central 
Railroad  of  New  Jersey  by  the  Reading  Company  in  1901  con- 
stituted an  act  in  restraint  of  trade  in  violation  of  the  Sherman 
Anti-Trust  Act.  Mention  has  Hkewise  been  made,  in  connection 
\\ath  the  commodity  clause  Htigation,  of  the  proceedings  re- 
cently instituted  against  the  Lackawanna,  the  Central  of  New 
Jersey,  the  Lehigh  Coal  and  Navigation  Company,  and  the  Le- 
high Valley,  charging  violation  of  the  Sherman  Act.  Action  may 
also  be  brought  against  the  Erie  Railroad,  charging  that  the  pur- 
chase of  the  New  York,  Susquehanna  and  Western  and  of  the 
Pennsylvania  Coal  Company  were  illegal  under  the  Sherman  Act, 
and  that  the  transportation  by  the  railroad  of  the  coal  mined  by 
its  subsidiary  companies  constitutes  a  violation  of  the  commod- 
ity clause.  WTiether  or  no  this  particular  suit  be  brought,  the 
end  of  Htigation  is  clearly  not  yet. 


CONCLUSION 

The  Government,  thus,  is  endeavoring  to  effect  the  dissolution 
of  the  anthracite  coal  combination,  both  on  the  ground  that  the 
anthracite  railroads  are  offending  against  the  commodity  clause 
of  the  Hepburn  Act,  and  also  on  the  ground  that  they  are  a  com- 
bination in  restraint  of  trade  in  violation  of  the  Sherman  Anti- 
Trust  Act. 

As  to  the  principle  of  the  commodity  clause,  there  was,  as  we 
have  seen,  substantial  agreement  in  the  debates  preceding  the 
passage  of  the  Hepburn  bill.  Even  Senator  Foraker,  one  of  the 
three  senators  who  finally  voted  against  the  bill,  expressed  him- 
self in  favor  of  the  principle  of  the  commodity  clause,  saying  that 
he  did  not  believe  that  a  common  carrier  should  be  engaged  in 
any  business  except  that  of  a  common  carrier.  However,  the 
attempt  of  the  Government  to  apply  this  principle  to  the  anthra- 
cite railroads  has  met  with  little  success,  because  of  the  interpre- 
tation put  upon  the  commodity  clause  by  the  Supreme  Court. 
But  even  though  further  Supreme  Court  decisions  should  restore 
vitality  to  the  clause,  so  that  in  other  industries  it  may  be 
thoroughly  enforced,  it  must  be  said  that  it  is  extremely  doubtful 
whether  in  the  anthracite  industry  competitive  conditions  would 
be  thereby  restored.  The  railroads  or  their  subsidiary  coal  com- 
panies now  own  or  control  over  90  per  cent  of  the  annual  output  of 
anthracite  coal,  and  they  own  in  fee  simple  an  even  larger  per- 
centage of  the  yet  unmined  coal.  Were  the  coal  companies  to  be 
separated  from  their  present  railroad  control,  the  result,  in  all 
probability,  would  be  either  the  organization  of  a  coal  trust,  or  an 
agreement  of  some  kind  among  the  coal  companies  to  restrict 
output  or  to  fix  prices. 

The  Government  has  also  been  unsuccessful  thus  far  in  securing 
*'  documentary  evidence  "  of  the  existence  of  a  general  combina- 
tion among  the  anthracite  railroads  in  violation  of  the  Sherman 
Anti-Trust  Act.     But  even  though,  through  further  remedial 
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measures,  the  dissolution  of  the  combination  should  be  finally- 
effected,  it  would  be  exceedingly  difficult  (in  view  of  the  con- 
centration within  a  few  hands  of  substantially  the  entire  supply  of 
anthracite  coal)  to  prevent  the  formation  of  an  entente  cordiale 
among  the  companies  which  would  effectively  maintain  prices  and 
yet  be  less  open  to  attack. 

In  either  case,  therefore,  further  regulative  measures  presum- 
ably would  be  attempted.  Just  what  these  measures  would  be,  or 
should  be,  is  bound  up  in  the  larger  problem  of  pubHc  ownership 
of  the  natural  resources  of  the  country  versus  private  ownership 
under  public  regulation  —  a  far-reaching  problem  concerning 
which  the  people  of  the  United  States  have  not  as  yet  a  fixed  and 
definite  poHcy.  And  until  a  definite  policy  is  adopted,  a  perma- 
nent solution  of  the  anthracite  coal  problem  is  not  to  be  expected. 
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Table  I.     Annual  Shipments  of  Anthracite  Coal  from  the  Schuylkill, 
Lehigh  and  Wyoming  Regions,  1820-1913,  in  Long  Tons  ^ 


Year 
1820 

1821 
1822 
1823 
1824 
1825 

1826 
1827 
1828 
1829 
1830 

1831 
1832 

^&33 
1834 
183s 

1836 

1837 
1838 

1839 
1840 

1 841 
1842 

1843 
1844 

1845 


Total 
Quantity 

36s 

1,073 
3,720 

6,951 
11,108 

34,893 

48,047 

63,434 

77,516 

112,083 

174,734 

176,820 
363,271 
487,749 
376,636 

560,758 

684,117 
869,441 
738,697 
818,402 
864,379 

959,773 
1,108,412 
1,263,598 
1,630,850 
2,013,013 


Schuylkill 

Region 
Percentage 

Lehigh 

Region 

Percentage 

100.00 
100.00 

Wyoming 

Region 

Percentage 

39-79 

60.21 

16.23 

83-77 

.... 

14.10 

85.90 

.... 

18.60 

81.40 



34.90 

65.10 

.... 

49.44 

50.56 

61.00 

39.00 

71.3s 

22.40 

6.25 

51.50 

23.90 

24.60 

46.29 

23.17 

30.54 

57.61 

19.27 

23.12 

51.87 

25.22 

22.91 

60.19 

28.21 

11.60 

60.54 

23.41 

16.05 

63.16 

21.66 

15.18 

60.98 

25.75 

13.27 

60.49 

28.92 

10.59 

58.05 

27.01 

14.94 

56.75 

26.07 

17.18 

65.07 

14.90 

20.03 

52.62 

24.59 

22.79 

56.21 

21.19 

22.60 

54-45 

23.12 

22.43 

56.22 

21.33 

22.45 

^  Mineral  Resources,  191 2,  pt.  2,  pp.  196-197. 
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Table  I  {continued) 

Year 

Total 
Qiiantity 

SchuylkOl 

Region 
Percentage 

Lehigh 

Region 

Percentage 

Wyoming 

Region 
Percentage 

1846 

2,344,005 

55-82 

22.07 

22.11 

1847 

2,882,309 

57-79 

21.98 

20.23 

1848 

3,089,238 

56.12 

21.70 

22.18 

1849 

3,242,966 

53-30 

24.10 

22.60 

1850 

3,358,899 

54.80 

20.56 

24.64 

1851 

4,448,916 

52.34 

21.68 

25.98 

1852 

4,993,471 

52.81 

21.47 

25.72 

1853 

5,195,151 

51-30 

20.29 

28.41 

1854 

6,002,334 

53-14 

20.13 

26.73 

1855 

6,608,567 

53-77 

19-43 

26.80 

1856 

6,927,580 

52.91 

19.52 

28.47 

1857 

6,644,941 

50.77 

19.84 

29-39 

1858 

6,839,369 

47-86 

20.18 

31.96 

1859 

7,808,255 

44.16 

20.86 

34.98 

i860 

8,513,123 

44.04 

21.40 

34-56 

1861 

7,954,264 

39-74 

21.85 

38.41 

1862 

7,869,407 

42.86 

17.17 

39-97 

1863 

9,566,006 

40.90 

19.80 

39-30 

1864 

10,177,47s 

40.89 

20.19 

38.92 

1865 

9,652,391 

45-14 

21.14 

33-72 

1866 

12,703,882 

45.56 

17-15 

37-29 

1867 

12,988,725 

39-74 

19.27 

40.99 

1868 

13,801,465 

38.52 

18.13 

43-25 

1869 

13,866,180 

41.66 

14.06 

44.28 

1870 

16,182,191 

30.70 

20.02 

49.28 

1871 

15,699,721 

41.74 

14.24 

44.02 

1872 

19,669,778 

34.03 

19.70 

46.27 

1873 

21,227,952 

33-97 

17.46 

48.57 

1874 

20,145,121 

34-09 

18.73 

47.18 

1875 

19,712,472 

31-87 

14.38 

53-75 

1876 

18,501,011 

33-63 

20.84 

45-53 

1877 

20,828,179 

39-35 

20.80 

•    39-85 

1878 

17,605,262 

35-68 

18.40 

45-92 

1879 

26,142,689 

34.28 

17.58 

48.14 

1880 

23,437,242 

32-23 

19.05 

48.72 

1881 

28,500,017 

32.46 

18.58 

48.96 

1882 

29,120,096 

32.48 

19-54 

47.98 

1883 

31,793,027 

31.69 

19.23 

49.08 

1884 

30,718,293 

30.85 

18.11 

51.04 

1885 

31,623,530 

30.01 

18.65 

51-34 

Total 

Year 

Quantity 

1886 

32,136,362 

1887 

34,641,018 

1888 

38,145,718 

1889 

35,817,093 

1890 

36,615,459 

1891 

40,448,336 

1892 

41,893,340 

1893 

43,089,537 

1894 

41,391,200 

1895 

46,511,477 

1896 

43,177,485 

1897 

41,637,864 

1898 

41,899,751 

1899 

47,665,204 

1900 

45,107,484 

1901 

53,568,601 

1902 

31,200,890 

1903 

59,362,831 

1904 

57,492,522 

1905 

61,410,201 

1906 

55,698,595 

1907 

67,109,393 

1908 

64,665,014 

1909 

61,969,885 

1910 

64,905,786 

1911 

69,954,299 

1912 

63,610,578 

Total 

1,882,961,263 

1913 

69,069,628 
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lBLE  I  {continued) 

Schuylkill 

Region 
Percentage 

Lehigh 

Region 

Percentage 

Wyoming 

Region 

Percentage 

29.19 

17.89 

52-82 

30.63 

12.55 

56-82 

27-93 

14.78 

57-29 

29.28 

17-57 

53-15 

29.68 

17.28 

53-04 

31-50 

15-78 

52.72 

30.14 

15.40 

54-46 

28.68 

15-99 

55-33 

29.08 

16.20 

54-72 

30.68 

15.69 

56.63 

30-34 

15-03 

54-63 

29.26 

15.00 

55-74 

28.83 

14.92 

56.25 

29.79 

14-45 

55.76 

29-94 

15-33 

54-73 

29.92 

13-45 

56.63 

27-15 

II. 12 

61.73 

27-75 

12.07 

60.18 

28.49 

12.36 

59.15 

28.83 

12.78 

58.39 

28.75 

12.65 

58.60 

30.01 

12.41 

57.58 

27-85 

12.04 

60.11 

27.21 

12.16 

60.63 

27.49 

13.29 

59-22 

27.70 

13-97 

58.33 

28.32 

13-47 

58.21 

31-59 

15-50 

52.91 

28.00 

13-53 

58.47 

These  shipments  include  only  coal  loaded  on  cars  for  line  or  tide 
points,  and  do  not  include  any  coal  sold  locally  nor  at  present  the 
shipments  from  the  Bernice  field  in  Sullivan  County. 
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Table  III.     Monthly  Shipments  of  Anthracite  Coal,  1896-1913  * 


000  Omitted 

Month 

1896 

1897 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

Jan. 

3>844 

2,854 

3,073 

3,761 

4,482 

5,192 

4,538 

5,964 

4,134 

Feb. 

2,603 

2,519 

2,761 

2,810 

3,188 

4,123 

3,741 

5,070 

4,326 

March 

2,998 

2,540 

2,700 

3,416 

3,133 

5,002 

3,818 

5,211 

4,375 

April 

3,013 

2,552 

2,228 

3,078 

3,364 

3,715 

4,924 

5,044 

5,407 

May- 

3,125 

2,723 

2,399 

3,557 

3,833 

4,693 

1,708 

5,156 

5,285 

June 

3,314 

2,920 

3,026 

4,073 

4,676 

4,792 

92 

5,436 

5,728 

July 

3,750 

3,975 

3,777 

4,189 

3,599 

3,699 

259 

5,377 

4,623 

August 

3,949 

4,086 

2„7^2> 

4,319 

4,951 

4,711 

321 

5,169 

4,325 

Sept. 

4,001 

4,072 

4,260 

4,502 

2,972 

4,379 

445 

4,654 

3,967 

Oct. 

4,783 

5,120 

4,136 

4,899 

834 

4,938 

1,276 

3,925 

5,131 

Nov. 

4,435 

4,538 

4,854 

4,688 

4,994 

4,697 

4,984 

4,091 

5,124 

Dec. 

3,357 

3,732 

4,274 

4,502 

5,075 

3,623 

5,099 

4,259 

5,063 

Total    43,177     41,637     41,899     47,665     45,107     53,568    31,200    59,362     57,492 


Month 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 

Jan. 

4,408 

5,458 

5,249 

5,618 

5,183 

5,306 

5,904 

5,763 

6,336 

Feb. 

3,922 

4,712 

4,563 

4,503 

4,576 

5,031 

5,070 

5,875 

5,674 

March 

5,258 

5,797 

5,235 

4,766 

6,332 

5,174 

5,996 

6,569 

4,909 

April 

5,278 

488 

5,916 

5,987 

5,891 

6,224 

5,804 

266 

5,966 

May 

6,005 

3,254 

5,994 

6,088 

5,063 

5,679 

6,317 

1,429 

5,995 

June 

5,844 

5,676 

5,976 

5,704 

4,904 

5,398 

6,215 

6,191 

5,970 

July 

4,546 

4,981 

5,669 

4,541 

4,020 

4,202 

4,804 

6,285 

5,487 

August 

5,041 

5,400 

5,795 

4,599 

4,198 

4,996 

5,531 

6,576 

5,369 

Sept. 

5,082 

4,527 

5,512 

5,211 

4,116 

4,967 

5,730 

5,876 

5,572 

Oct. 

5,205 

5,384 

6,108 

5,977 

5,579 

5,622 

6,269 

6,665 

6,338 

Nov. 

5,421 

5,182 

5,743 

5,839 

6,027 

6,071 

6,193 

6,165 

5,786 

Dec. 

5,395 

4,836 

5,343 

5,827 

5,775 

6,231 

6,115 

5,944 

5,662 

Total    61,410    55,698     67,109    64,665     61,969     64,905     69,954    63,610    69,069 


^  Saward's  Annual  Coal  Trade. 
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Table  IV.     Average  Wholesale  Prices  per  Long  Ton  Actually  Received 

BY  THE  Delaware  and  Hudson  Canal  Company  for  Lackawan^na  (Wyoming) 

Coal,  all  Sizes,  Lump  to  Pea  Inclusive,  f.o.b.  New  York,  1869-1893  ^ 


Year 

Jan. 

Feb. 

Mar. 

Apr. 

May 

June 

July 

Aug. 

SepL 

Oct 

Nov. 

Dec 

Ave. 

1869 

$578 

1870 

6.1S 

4-93 

4.76 

4.64 

3-72 

4.19 

S.48 

5.63 

5-79 

5- 20 

507 

S04 

539 

1871 

6.28 

6.94 

5-5S 

3-47 

398 

5-30 

4.92 

5-22 

5-51 

456 

4-74 

5-33 

1872 

4.19 

3-94 

3.82 

3-54 

3.81 

3-51 

3-76 

3-56 

3-79 

4.21 

4.10 

392 

3.84 

1873 

4-34 

4-52 

4.67 

436 

3-42 

4.27 

4.98 

5-OI 

4.62 

4.94 

S-OI 

4.78 

4-76 

1874 

4-79 

S06 

4.64 

4.76 

507 

5-13 

524 

5-4S 

553 

S.63 

5-43 

4-95 

S-I9 

187s 

S04 

5.86 

523 

346 

456 

S-Oi 

513 

5-41 

S.38 

5.62 

S.48 

S-iS 

S-28 

1876 

5-37 

4-93 

485 

4.19 

4.70 

4.72 

4.92 

405 

3.61 

3-39 

3-47 

3-22 

4.II 

1877 

303 

2.98 

2.60 

2.94 

2.89 

2.SS 

2.58 

2.80 

301 

2.67 

2.30 

1.92 

2.44 

1878 

2.0s 

2.70 

3-21 

3-25 

3-49 

3-33 

3-63 

3-68 

3.6s 

3-75 

3.6s 

3.96 

3.IS 

1879 

2.69 

2.46 

2.42 

2.27 

2.21 

2.34 

2.38 

2.21 

2.16 

2.13 

2.65 

2.81 

2-34 

1880 

2.98 

2.91 

3-25 

3-6o 

3-79 

376 

3.83 

3.87 

3-97 

390 

3-94 

3-95 

3-73 

1881 

3-99 

4.04 

3-95 

3-86 

3.78 

3-75 

3-8o 

3-79 

3.83 

3.78 

3-7S 

3-99 

3-84 

1882 

3-72 

360 

3-57 

362 

362 

3-70 

364 

3-71 

3-81 

398 

4.04 

3.87 

3-73 

1883 

3.68 

3-68 

3-61 

362 

3.61 

3-68 

3-65 

3.67 

3-63 

3-71 

370 

348 

3-6s 

1884 

3-47 

3.56 

3-44 

3-35 

3-27 

3-44 

342 

329 

3.36 

329 

3-42 

3-43 

3-41 

i88s 

314 

330 

3-31 

3.28 

3-22 

309 

311 

30s 

2.99 

323 

2.99 

2.90 

3-12 

1886 

2.88 

2.69 

2.66 

2.58 

2. SI 

3-44 

2-53 

2.74 

2.83 

2.88 

2.97 

3-IO 

2-7S 

1887 

329 

3-45 

3-51 

3-24 

3.16 

3.98 

3-27 

3-35 

3-57 

3.62 

3.(>3. 

3-92 

3-51 

1888 

390 

390 

3-59 

369 

3-39 

336 

360 

364 

3-74 

3-72 

346 

3-37 

3.6s 

1889 

3-34 

312 

309 

2.96 

309 

3-25 

331 

352 

332 

3-44 

3-2S 

3-22 

3-25 

1890 

3.18 

311 

31S 

307 

30s 

307 

2.92 

2.97 

317 

324 

Z-^S 

3-22 

3-13 

1891 

3- 23 

305 

3" 

2.87 

2.86 

2.95 

2.79 

2.89 

3-18 

307 

309 

2-99 

3-03 

1892 

2.98 

2.99 

315 

i-n 

319 

315 

2.94 

2.93 

3.18 

300 

2-99 

3-23 

3-09 

1893 

3-54 

3-25 

3-" 

2.96 

2.98 

2.99 

2.98 

2.78 

2.96 

3.10 

309 

3-II 

3-II 

1  Mineral  Industry,  iv,  p.  184. 
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Table  V.     Approximate  Distribution  of  the  Consumption  of 
Anthracite  Coal  by  States  in  1899  ^ 

Total  Shipments  in  1899,  47,665,203  Long  Tons 

Pa 13,803,253 

N.  Y 12,503,896 

N.  J 4,693,500 

Mass 3,994,859 


111 2,188,294 

Md.  &D.  C 1,252,832 

Conn 1,185,882 


Wise 

Ohio 

Me 

Mich 

R.  I 

Minn 

Vt... 

N.  H 

Mo 318,316 

Va 305,700 

Del 249,405 

Iowa 237,456 

Ind 198,998 


942,599 
672,370 

633,490 
592,094 

553,495 
518,163 

405,095 
370,810 


Nebr 149,850 

S.  C 41,288 

Ga 36,662 

Kans 20,842 

Ky 19,425 

La 16,000 

Texas 1 2,949 


N.  C 

Cal 

Tenn 

Ore 

Wash 

N.  &  S.  Dak. 

Ala 

Okla 

Miss 

Ark 

West  Va 

Mont 


11,262 

9,368 

6,760 

4,000 

2,500 

2,000 

1,500 

893 

535 

500 

366 
200 


Exports 1,707,796 


Table  VL     Main  Provisions  of  the  Early  Agreements 


Character 

of  Tonnage  Output 

Regulated     Amount  Percentages  Prices 

1873    To  comp.  No  limit         Definite  percentages       Schedule  of  prices 

points  set  adopted  agreed  upon 

only 


Board 

of 
Control 

Empowered  to  change 
the  amoimt   shipped 
to  tide  and  prices 


1876     Same 


Penalty  attached  for 
violation  of  percentages 


1878 

AU 
tonnage 

Determination  of 
prices  left  to  each 
company  but  sales 
agents  to  meet  in  one 
room 

i88s 

Same  as 
1878 

Total  pro- 
duction 
agreed  upon 

No  penalty 

Agreement  silent  as 
to  prices 

Empowered  to  deter- 
mine the  proportion 
of  the  total  to  be  pro- 
duced in  each  month 

1886 

Same 

Agreement 
upon  total 

A  penalty  but  no 
guarantee 

Advance  of  25  cents  a 
ton 

1896 

Same 

Amount 
left  to  sales 
agents 

Left  to  sales  agents 

Empowered  to  serve 
in  advisory  capacity 
to  sales  agents 

*  22nd  Annual  Report  of  the  U.  S.  Geological  Survey,  pt.  3,  p.  103. 
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Table  VII.    High  and  Low  Quotations  of  the  Common 
Eight  ANTHRAaTE  Companies,  1898-1913  ^ 
1898       1809       1900        1901       1902       1903 


Stock  of 


Reading  Company 


C.  R.  R. . 


L.  V.  R.  R.  .  . 


Lackawanna . 


D.  &H. 


Penn.  R.  R. 


Erie, 


Ontario , 


Reading  Company 

C.  R.  R 

L.  V.  R.  R 

Lackawanna 

D.  &H 

Penn.  R.  R 

Erie 

Ontario 


$23!      $25 


15^ 

99 

84^ 

52^ 

35 
159 
140 

ii4i 
93 

1 23! 

IlOi 

II 
i9i 

I3f 


1906 

S164 

112 

239¥ 

204 
172 
130 
560 

437? 

234¥ 

189 

1475 
122^ 

501 
38i 
57i 
43f 


I5i 


97 
60 

441 
194^ 
157 
125I 
io6| 
142 

I22j 

i6i 
10 
28I 
i8f 


1907 
Si39i 

220 
144 
i57i 
97 
510 
3692 

227^ 

123! 

i4if 

1031 

441 

I2i 


48i 
28 


S26 
15 
1502 

115 
61 

43f 
194I 
i7ii 
i34i 
io6| 

1492 

124I 

27i 

10^ 

32i 

i8i 


1908 

Si43? 
921 
229 
160 
1531 

575 
420 

i8if 
141^ 
1321 
io8f 

36 
12 

47I 

29i 


$58    $78^   $69i 


24i 
196! 

145! 

78I 

57 
258 
i88i 

185^ 

105 
i6ii 

137 
455 

24i 
401 
24 


1909 

S173I 
118 

3232 

215 
226 

134 
680 

535 
200 

167! 

1514 

I26i 

39 

22f 

55f 
42i 


52i 

198 

165 

582 
297 
231 

184^ 

153^ 
170 

147 
44f 

28f 

37f 
25i 


1910 

5i72i 

I30I 

312 

248 

2421 

125 

620 

490 

185 

I49T 
138! 

I22j 

34f 

192 
50 

38^ 


190 
153 

91I 

69 

276^ 
230 

i83i 
149 

157! 
iiof 

42f 

23 

351 
19 


1911 
$i6i| 

134 
320 
260 
i86| 

151 

570 

505 

1 741 

1592 

1308 

ii8f 

38! 
27i 
46I 
37i 


1904 
$82! 

38! 
194! 
1541 
ii9i 

67^ 
359f 
250^ 
1 90  2 
149 
140 
iiif 

4if 
21^ 
215 
191 


1913 

$1794 
i48i 

395 

305 

185! 

155I 

597 

530 

1755 
162 

126i 

119I 
398 
30 
41I 


190S 
S143I 
79 
235 
190 
181 

105 
498I 

335 
240I 
178^ 
148 

1311 
52f 
37^ 
64 
40I 


1913 

$i7i| 

151! 
362 

275 
i68f 

141? 
445 
380 
167 

1475 
123! 
106 

32^ 

20i 
33I 


29I   25i 


Commercial  and  Financial  Chronicle,  quotation  supplements. 


APPENDIX  23 1 

LETTERS 

Letter  I 

/.  C.  C.  Investigation  of  Anthracite  Rates,  XXV,   Hickey  Exhs.,  no.  2.      Delaware, 
Lackawanna  and  Western  Railroad  correspondence. 

{Copy) 

October  29,  1906. 

W.  H.  Truesdale,  Esq 're., 

No.  26  Exchange  Place,  New  York. 

Dear  Sir: 

Some  time  ago  our  traffic  officers  were  requested  to  revise  our  tariffs 
on  anthracite  coal,  in  order  to  comply  with  the  law. 

In  view  of  the  relation  of  this  Company  as  a  common  carrier,  to  the 
coal  companies  owned  by  it,  I  am  satisfied  that  further  changes  are 
necessary,  involving  a  readjustment  of  the  rate  to  Weehauken  on  a 
$1.45  basis  on  prepared  sizes,  and  proportionately  on  smaller  sizes. 
A  tariff  has  been  prepared,  a  copy  of  which  I  enclose,  together  with  a 
copy  of  the  tariff  which  was  recently  filed  to  take  effect  on  November 

I  St. 

You  will  observe  that  no  reduction  has  been  made  below  tariffs 
already  in  force,  as  the  tariff  of  the  Pennsylvania  Railroad  to  Perth 
Amboy  on  all  sizes  has  been  adopted,  five  cents  per  ton  being  added 
to  cover  the  additional  charge  for  the  upper  ports,  except  on  Buck- 
wheat No.  3.  On  this  size  the  tariff  rate  is  the  same  as  that  of  the 
Reading  and  other  lines. 

The  proposed  changes  are,  I  believe,  absolutely  essential  in  the  con- 
ditions under  which  we  labor,  peculiar  possibly  to  this  Company.  It 
would  be  impossible  for  the  Scranton  Coal  Company  to  pay  the  higher 
rates  and  at  the  same  time  take  care  of  outstanding  obligations. 

Before  putting  the  schedule  in  effect,  I  have  deemed  it  proper  to 
advise  you  as  to  our  intention. 

Yours,  very  truly, 

T.  P.  Fowler. 
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Letter  II 

I.  C.  C.  Investigation  of  Anthracite  Rates,  XXV,  Hickey  Exhs.,  no.  3.     New  York, 

Ontario  and   Western  correspondence. 

(Copy) 

31st  October,  1906. 
Confidential. 

My  dear  Fowter: 

I  was  out  on  the  road  all  week  and  have  only  returned. 

I  regret  exceedingly  that  you  find  it  necessar^^  to  reduce  your  rate. 
We  have  protested  against  the  Pennsylvania's  reduction  to  South  Am- 
boy,  and  hope  to  get  them  to  change  it.  I  think  it  very  dangerous 
to  change  these  rates  at  this  time.  The  Hearst  suit  has  not  been 
decided,  and  if  we,  voluntarily,  begin  to  change  these  rates  it  will  in- 
volve, necessarily,  all  rates  to  other  points. 

With  the  increased  cost  of  operation  to  the  railroads,  arising  from 
the  increase  in  wages,  higher  cost  of  equipment,  materials,  and  sup- 
plies of  all  kinds,  we  shall  seriously  affect  our  earnings.  There  is 
bound  to  come,  in  the  near  future,  a  falUng  off  in  traflSc,  and  you  know 
that  when  once  rates  are  lowered  it  is  almost  impracticable  to  again 
advance  them. 

We  shall  not  reduce  the  rate;  but,  of  course,  if  the  reduction  in  your 
rate  interferes  with  our  business,  the  Coal  Company  will  be  compelled 
to  lower  the  price  of  coal.  I,  of  course,  cannot  stand  by  and  not  meet, 
in  some  form  or  other,  the  competition  of  other  companies. 

I  trust  that  you  will  reconsider  the  matter. 

Yours  truly, 

Geo.  F.  Baer, 

President. 

Letter  III 

I.C.C.  Investigation  of  Anthracite  Rates,  XXV,  Hickey  Exhs.,  no.  i.      Philadelphia 

and  Reading  Railway  correspondence. 

{Copy) 

November  ist,  1906. 

George  F.  Baer,  Esq're., 

Reading  Terminal,  Philadelphia,  P^a. 
Dear  Mr.  Baer: 

I  received,  last  evening,  your  letter  of  the  30th  ultimo.  It  some- 
what astonished  me  because  I  am  unable  to  look  upon  the  filing  of  the 
proposed  tariff  in  the  Ught  of  a  competitive  measure  and  a  hostile  act, 
requiring  retaHatory  measures,  such  as  you  intimate  might  follow. 

I  assure  you  that  it  was  not  so  intended. 
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It  is  my  firm  belief  that  the  present  wholesale  price  of  coal  is  as  low 
as  it  is  possible  to  make  it,  having  regard  to  the  cost  of  production  and 
the  capital  invested.  I  do  not  intend  that  it  shall  be  lowered,  if  I  can 
prevent  it,  and  there  is  no  reason  why  any  one  else  should  do  so,  or 
threaten  to  do  it,  but  I  am  convinced  that  the  division  of  the  market 
price  between  the  producer  and  transporter,  as  expressed  in  tariffs, 
needs  readjustment  at  once.  I  use  the  term  ''  division,"  because  the 
business  since  its  inception,  has  been  conducted  on  the  basis  of  per- 
centages {i.e.  division)  and  that  fact  is  universally  known  and  has  been 
admitted  by  both  sides  in  every  controversy  over  rates. 

There  is  never  a  convenient  season  to  make  changes  where  the  crisis 
that  renders  the  change  necessary  is  reached  while  public  attention  is 
focused  on  the  situation.  I  wish  very  much  that  an  adjustment  of 
rate  had  been  made  at  the  time  the  65%  contracts  were  entered  into, 
but  that  opportunity  was  missed,  and  the  situation  is  now  critical  and 
requires  action,  because  of  the  stringent  provisions  of  the  Hepburn 
bill  and  the  trend  of  judicial  decisions. 

Our  present  tariff  to  tidewater  looked  at  from  the  ton  mile  basis 
alone,  is  relatively  low,  and  I  should  not  feel  disposed  to  reduce  it  at 
present,  were  it  not  for  our  relations  to  our  coal  companies,  and  through 
them,  with  the  65%  contract  business. 

No  company  can  buy  coal  on  that  basis,  pay  the  full  tariff  rate,  and 
get  back  out  of  the  coal  purchased,  its  cost. 

That  I  know  is  true  of  our  own  coal  companies;  I  know,  also,  that 
it  is  true  of  the  Lehigh  Valley,  and  as  no  other  Companies  get  more 
for  their  coal,  it  must  be  true  of  all  others,  in  degree  less  unfavorable, 
however,  to  those  who  have  large  line  trades. 

I  believe  it  cannot  be  denied  that,  with  the  exception  of  the  Com- 
panies most  favorably  located  for  economical  mining,  there  is  not  a 
fair  profit  to  the  large  Companies  if  the  existing  tariff  is  paid. 

The  last  published  statements  of  the  Lehigh  Valley,  and  of  your 
own  Company,  the  latter  showing  a  gross  business  of  upwards  of 
$34,000,000,  with  only  an  insignificant  return  on  a  portion  of  the 
capital  invested,  during  one  of  the  most  prosperous  years  in  the  coal 
trade,  demonstrate  that  there  is  an  unfairness  in  the  division. 

This  Company,  until  the  Hepburn  Act  took  effect,  itself  purchased, 
on  the  65%  basis,  all  the  coal  produced  on  its  line,  taking  as  freight 
the  net  result  of  sales. 

The  Coal  Company  owned  by  the  Railroad  Company  now  sells  its 
own  coal  and  purchases  the  coal  of  the  other  producers,  and  is  charged 
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^ath  the  tariff  rates.  It  cannot  continue  to  do  so  and  meet  its  obliga- 
tions, and  I  do  not  propose  to  swell  railroad  earnings,  while  making 
book  assets  of  uncollectible  advances  to  Coal  Companies  to  make  up 
deficiencies. 

I  am  advised,  and  have  long  been  of  the  beUef  myself,  that  when 
the  question  is  presented,  the  Courts  "will  hold  that  where  the  Coal 
Company  and  the  Railroad  Company  have  a  common  owTiership  and 
control,  and  the  price  received  for  the  commodity  is  less  than  the  cost 
of  deliver}^,  including  transportation,  that  the  transaction  is  a  de\ia- 
tion  from  the  tariff  rate.  Corporate  entities  and  systems  of  book- 
keeping will  be  treated  as  fictions,  or  devices  in  reaching  the  last 
analysis. 

Let  us  be  honest  with  ourselves  and  recognize  the  fact  that  times 
and  conditions,  and  laws  too,  have  changed,  and  that  it  is  useless  to 
continue  arbitrary  methods  against  the  force  of  public,  legislative  and 
judicial  opinion. 

It  seems  to  me  only  good  business  poUcy  and  judgment  that  each 
business,  coal  and  transportation,  be  put  on  a  safe  and  sane,  self- 
supporting  basis.  In  our  case,  the  proposed  tariff  w^l  give  the  rail- 
road company  a  fair  revenue,  more  really  than  it  has  before  received, 
and  the  Coal  Company  mil  take  care  of  itself  as  it  should. 

There  is  no  doubt  in  my  mind  that  the  same  result  would  follow,  if 
the  same  methods  were  adopted  by  others,  but  I  do  not  assume  to 
suggest  that  they  should,  nor  is  it  necessary  for  them  to  do  so. 

That  the  change  in  our  tariff  will  have  no  effect  on  others,  seems 
quite  clear  from  the  fact  that  the  Pennsylvania  Company  has  had  a 
still  lower  tariff  to  Perth  Amboy  in  effect  for  five  years,  and  that  the 
Jersey  Central  has  now  openly  given  a  rebate  of  15  cents  per  ton  on 
a  considerable  portion  of  its  tide-water  coal,  after  having  done  so 
quietly  for  years,  as  I  am  told,  although  with  the  knowledge  of  some 
of  its  competitors  —  in  neither  case  has  the  general  situation  been 
affected. 

Our  business  affects  but  a  small  portion  of  the  output  of  anthracite, 
and  unless  the  larger  interests  choose  to  make  our  action  an  excuse 
for  a  disturbance,  there  will  be  none. 

It  has  been  suggested  that  the  operators  selling  on  the  65%  basis 
may  seize  upon  our  tariff  as  a  pretext  for  a  demand  for  an  increased 
percentage.  I  do  not  believe  it.  Every  one  of  them  has  been  mak- 
ing money,  and  knows  that  the  purchasing  Company  can  not  now  get 
its  money  back  after  paying  the  tariff.      In  fact,  the  basis  of  their 
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demand  for  65%,  was  that  each  Railroad  Company,  through  its  Coal 
Company,  was  really  carrying  at  less  than  its  tariff,  and  the  inde- 
pendent demanded  to  be  put  on  at  least  the  same  basis.  They  will 
consider  the  change  in  tariff  merely  a  change  in  bookkeeping. 

I  would  Uke  to  see  the  whole  business  put  on  the  basis  I  have  out- 
lined for  my  own  Company,  and  then  more  attention  given  to  economy 
in  transportation,  in  the  way  of  supplying  territory  by  the  short  route, 
and  stop  the  gradually  increasing  custom  of  bringing  coal  from  the 
lower  regions  to  tide,  and  thence  by  rail  to  northern  inland  points. 
If  full  tariffs  are  paid  on  such  shipments,  there  can  be  little  left  for 
the  coal  at  the  mine. 

I  have  written  at  considerable  length,  but  it  seems  necessary  in 
order  that  you  may  fully  realize  my  position,  and  the  reasons  for  the 
action  proposed,  and  in  the  hope  that  the  apprehension  of  trouble 
indicated  in  your  letter  may  be  allayed. 

Yours  sincerely, 

T.  P.  Fowler. 

Letter  IV 

/.  C,  C.  Investigation  of  Anthracite  Rates,  XXV,  Hickey  Exhs.,  no.  4.     Lehigh 
Valley  Railroad  correspondence. 

{Copy) 

Lehigh  Valley  Railroad 

New  York,  November  14,  1906. 

Mr.  Jarvis  October  31st  with  correspondence  relative  to  N.  Y.  O.  & 
W.  Ry.  commodity  tariff  No.  B  —  t,S,  applying  on  anthracite  coal 
between  points  on  that  Road.  Respectfully  returned  to  Mr.  T.  N. 
Jarvis,  Second  Vice-President. 

In  conversation  with  Mr.  T.  B.  Koons,  Freight  Traffic  Manager  of 
the  Central  Railroad  of  New  Jersey,  he  advises  that  President  Baer 
and  President  Fowler  had  a  conference  and  that  the  latter  agreed  to 
drop  the  proposed  tariff  making  reductions  to  Weehauken,  etc.  Mr. 
Koons  also  said  that  President  Baer  had  made  known  to  President 
Thomas  the  result  of  the  conference  with  President  Fowler,  so  I  take 
it  nothing  further  is  necessary. 

Yours  respectfully, 

Wm.  T.  Grier, 

Coal  Freight  Agent. 
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Letter  V 

/.  C.  C.  Investigation  of  Anthracite  Rates,  XXV,  Hickey  Exhs.,  no.  4.     Lehigh 

Valley  Railroad  correspondence. 

{Copy) 

Lehigh  Valley  Railroad 

New  York  City,  September  24,  1907. 
Mr.  T.  N.  Jarvis,  Second  Vice-President, 
Building. 

Dear  Sir: 

We  had  a  meeting  today  at  which  were  present: 

Mr.  W.  J.  Mullin,  G.  T.  M.  of  the  Delaw^are  and  Hudson  Com- 
pany, 
Mr.  T.  B.  Koons,  F.  T.  M.  of  the  Central  R.  R.  of  N.  J. 
Mr.  E.  B.  Crosley,  C.  F.  A.  of  the  Philadelphia  &  Reading  Ry. 
Mr.  J.  G.  Searles,  G.  C.  F.  A.  of  the  Pennsylvania  R.  R. 
Mr.  G.  A.  Bergen,  A.  G.  F.  A.  of  the  Erie  Railroad, 
Mr.  Dunbar,  representing   Mr.  J.  C.  Anderson,  T.  M.,  N.  Y. 

Ont.  &  W.  Ry. 
Mr.  A.  B.  Wallace,  A.  G.  F.  A.,  Delaware,  Lackawanna  & 

Western  R.  R. 
Mr.  F.  E.  Herriman,  C.  T.  M.  of  the  New  York  Central  &  Hud- 
son River  R.  R. 
Mr.  Wm.  T.  Grier,  C.  F.  A.,  Lehigh  Valley  R.  R. 
The  meeting  was  called  to  discuss  the  action  of  the  Delaware  & 
Hudson  in  reducing  the  rates  to  points  on  the  Rutland  Railroad  and 
Central  Vermont  Railway  twenty  to  forty  cents  per  ton.  .  .  . 

Yours  respectfully, 

Wm.  T.  Grier, 

Coal  Freight  Agent. 

Letter  VI 

/.  C.  C.  Investigation  of  Anthracite  Rates,  XX\'I,  Hickey  Exhs.,  no.  10.     Delaware 

and  Hudson  correspondence. 
(Copy) 

Philadelphia,  Pa.,  October  16,  1907. 
L.  F.  LOREE, 

32  Nassau  St.,  New  York. 
Our  Coal  Freight  Agent  informs  me  that  you  propose  putting  in  a 
new  tariff  to  New  England  points  which  makes  material  changes.     I 
trust  that  nothing  of  this  kind  will  be  done,  at  least  until  we  can  have 
an  opportunity  for  consultation.  ...  E.  B.  Thomas. 
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Letter  VII 


I.  C.  C.  Investigation  of  Anthracite  Rates,  XXVT,  Hickey  Exhs.,  no.  11. 
Pennsylvania  Railroad  correspondence. 

Letter  of  I.  J.  Wistar,  vice-president  of  Susquehanna  Coal  Co., 
Mineral  Railroad  and  Mining  Co.,  Summit  Branch  Coal  Co.,  Lykens 
Valley  Coal  Co.,  to  Samuel  Rea,  assistant  to  the  president  of  the 
Pennsylvania  Railroad,  dated  February  17,  1899. 

Mr.  Wistar  objects  to  the  proposed  consolidation  of  the  above  com- 
panies into  one. 

..."  There  are  some  considerations  which  would  strongly  im- 
press me  against  the  policy  of  effecting  such  consolidation  without 
some  strong  motive  not  now  apparent  to  me,  viz. : 

First:  As  regards  labor,  now  involving  several  thousand  persons,  it 
is  much  easier  to  deal  with  a  number  of  comparative  small  bodies  with 
different  interests,  than  with  one  large  body  of  organized  labor  with 
interests  nearly  assimilated,  and  in  case  of  such  consolidation  we  may 
be  sure  it  will  soon  be  known  to,  and  followed  by  the  persons  who 
make  a  living  out  of  such  labor  organizations,  without  much  regard 
to  the  real  interests  of  employer  or  employed." 

Second:  '*  We  understand  the  mutual  relations  of  these  Companies. 
Can  it  be  in  any  way  advantageous  to  us  to  make  them  aiiy  simpler 
to  be  understood  by  the  miners,  the  general  public,  or  the  legislative 
plunderers.  Almost  every  legislature  raises  some  sort  of  investigation 
Committee.  At  present  to  meet  them  we  take  up  that  one  of  our 
Companies  which  is  slightly  or  not  at  all  concerned  in  the  subject  of 
investigation,  and  are  thus  enabled  to  give  them  very  clear  and  explicit 
testimony.  If  all  our  mining  and  purchasing  operations  were  boiled 
down  into  one  managing  Company,  the  time  of  our  principal  oflScers 
would  be  largely  occupied  in  keeping  up  with  the  investigations,  in- 
spections, etc.  that  are  the  constant  subjects  of  legislative  invention, 
and  if  their  missiles  should  fail  at  one  point,  they  might  hit  at  another. 
Moreover,  now  that  all  these  inspections  have  been  brought  under 
one  chief  Inspector  (last  legislature)  if  our  relations  with  him  should 
become  bad,  we  might  as  well  stop  mining,  as  present  to  his  axe,  one 
single  neck  to  be  chopped  off  instead  of  a  number.  ..." 

Yours  truly, 

I.  J.  Wistar, 

Vice-President. 
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merce Commission,  184-186;  factors 
directing  public  attention  to  condi- 
tions in  the  trade,  186-187;  enact- 
ment of  the  commodity  clause  legisla- 
tion, 187-192;  its  effect  on  the  rail- 
roads, 193-194;  difficulties  of  compli- 
ance, 194-195;  extent  of  compliance, 
195-196;  attempt  to  suspend  penal- 
ties, 196;  proposed  amendment  of  the 
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clause,  197;  government  prosecution, 
197-198;  decision  of  Circuit  Court, 
198;  decision  of  Supreme  Court,  198- 
201;  further  efforts  to  amend  the 
clause,  201 ;  organization  of  the  Dela- 
ware, Lackawanna  and  Western  Coal 
Company,  203-204;  readjustment  of 
the  affairs  of  the  Delaware  and  Hud- 
son Company,  204-205;  another  Su- 
preme Court  decision,  205-206;  organ- 
ization of  the  Lehigh  Valley  'Coal 
Sales  Company,  207-208;  further 
government  proceedings  against  the 
Lackawanna,  208-209;  decision  of 
Circuit  Court,  209-210;  further  pro- 
ceedings against  the  Reading,  the 
Central  of  New  Jersey,  the  Lehigh 
Coal  and  Navigation  Company,  and 
the  Lehigh  Valley,  210-212;  prosecu- 
tion of  the  companies  for  violation  of 
the  Sherman  Anti-Trust  Act,  212-214; 
decision  of  Circuit  Court,  214;  deci- 
sion of  Supreme  Court,  214-217;  con- 
clusion, 219-220. 

Anthracite  Coal  Operators  Association, 
74,  83. 

Arkansas,  4. 

Arthur  Kill,  N.  J.,  50. 

Ashland,  Pa.,  6. 

Australia,  4. 

Austria,  4. 

Baer,  G.  F.,  63-64,  68,  77-81,  146-147, 
152,  161,  171-173- 

Bailey,  Senator,  189,  201-202. 

Baker,  G,  F.,  52,  64,  69,  79. 

Baltimore,  Md.,  8,  176. 

Baltimore  and  Ohio  Railroad,  63-64,  70, 
72-73,  181,  185. 

Barley  coal,  see  Sizes. 

Beaver  Meadow  Railroad  and  Coal  Com- 
pany, 26. 

Belvidere,  NJ.,  74. 

Bemice  coal  basin,  6. 

Bethlehem,  Pa.,  66. 

Bituminous  coal,  5,  70,  160,  163,  175, 
181,  185-187,  193,  195-196. 

Black  Diamond  Coal  Company,  85,  127. 


Boston,  Mass.,  178. 
Boston  and  Maine  Railroad,  53-54. 
Bound  Brook,  N.  J.,  50,  62,  64. 
Broken  coal,  see  Sizes. 
Brooklyn,  N.  Y.,  174. 
Buckwheat  coal,  see  Sizes. 
Buffalo,  N.  Y.,  147,  176,  178. 
Buffalo,  Rochester  and  Pittsburgh  Rail- 
road, 195-196. 
Buffington,  Judge,  93,  121,  198,  214,  216. 
Bureau  of  Anthracite  Coal  Statistics,  43, 

95,  151,  153,  174- 
Bureau  of  Labor,  r6o,  163-164,  168-169, 
178. 

CampbeU  Hall,  N.  Y.,  66. 

Canada,  4,  177. 

Canals,  anthracite,  3,  9,  15-16,  18-20, 
23,  26,  28,  32-37. 

Carbondale,  Pa.,  8-10. 

Carhsle,  Pa.,  7. 

Cassatt,  A.  J.,  65. 

Central  New  England  Railroad,  see  New 
York,  New  Haven  and  Hartford  Rail- 
road. 

Central  Railroad  of  New  Jersey,  25,  27, 
29,  35-36,  41,  46,  48,  50-53,  61-64, 
66-73,  79,  81,  88,  90,  94,  104,  108-110, 
117-119,  128-130,  133-138,  140-141, 
143,  146,  148-149,  152,  154,  167-170, 
173,  181,  193-195,  197,  210,  213-215, 
217-218. 

Certificates  of  indebtedness,    120,    124, 

143- 
Charleston,  S.  C,  178. 
Chesapeake  and  Ohio  Railroad,  70,  183- 

184. 
Chestnut  coal,  see  Sizes. 
Chicago,  111.,  176,  178. 
China,  4. 

Cincinnati,  Ohio,  176. 
Circuit  courts,  decisions  of,  182-183, 197- 

198,  202,  205-212,  214,  216-217. 
Circulars,  price,  see  Prices. 
Cist,  Jacob,  12. 
Cleveland,  Ohio,  178. 
Coal,  anthracite,  see  Anthracite  coal. 
Coal,  bitimiinous,  see  Bituminous  coal. 
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Colorado,  4. 

Columbia,  Pa.,  7,  35. 

Commodity  Clause,  129,  186-212,  218- 

220. 
Communipaw     (N.    Y.   Harbor),    133- 

134. 

Community  of  interest,  52,  59,  61,  66-73, 
82,  86,  113-131,  147,  151-152,  154- 
155,  185,  203-204,  207-209,  216. 

Competition,  foreign,  4-5,  174-175,  179- 
180;  of  other  fuels,  175,  179-180;  be- 
tween the  anthracite  companies,  174; 
between  the  railroads  and  the  canals, 

32-37- 
Congress,   163,   184-185,   187-193,   196- 

198,  200-202, 
Connell  Coal  Company,  85. 
ConsoHdations,  anthracite,  24-25,  50-54, 

59-67,  186. 
Constancy  of  percentage  shipments,  149- 

151,  155- 

Consumption,  distribution  of,  of  anthra- 
cite, 176-177. 

Cost  of  mining,  102-103,  112,  158-159, 
163-165,  178. 

Cost,  operating,  of  transporting  anthra- 
cite, 135-138,  142,  155- 

Coster,  C.  H.,  114. 

Coxe,  Alexander,  87. 

Coxe  Brothers  and  Company,  41,  69,  86- 
87,  104-105,  108-110,  122,  132-133, 
148,  186. 

Cranston,  R.  I.,  4. 

Crawford,  Senator,  202. 

Daniel,  Senator,  189. 

Dauphin,  Pa.,  6. 

Delaware  and  Hudson  Canal  Company, 
see  Delaware  and  Hudson  Company. 

Delaware  and  Hudson  Company,  8-9, 
19,  21,  23-24,  27-28,  32,  37,  41,  46,  60, 
69-73*  83,  85,  103-104,  108-109,  129- 
130,  133,  140-141,  146,  148-149,  154- 
i55>  158,  163,  171-172,  181,  193-194, 
197,  202,  204-205,  213. 

Delaware  and  Raritan  canal,  35. 

Delaware  Division  canal,  15,  20,  33-37. 

Delaware,    Lackawanna    and    Western 


Coal  Company,  see  Delaware,  Lacka- 
wanna and  Western  Railroad. 

Delaware,  Lackawanna  and  Western 
Railroad,  24-27,  29,  41-42,  46,  52, 
59-60,  68-73,  79,  81,  90,  94,  103-105, 
108-109,  113,  128,  130,  133-135,  140- 
141,  143-144,  146-149,  152,  154,  159- 
161,  169-170,  172,  181,  193-194,  197, 
202-205,  208-209,  211,  213,  218. 

Delaware  river,  8-9,  15,  25-27,  35,  74. 

Delaware,  Susquehanna  and  Schuylkill 
Railroad,  see  Coxe  Brothers  and  Com- 
pany. 

Delaware  Valley  and  Kingston  Railroad, 
82,  84,  216. 

Deposits,  anthracite,  4,  102, 

Discounts,  summer,  see  Prices. 

Discover}^  of  anthracite,  7,  10,  16-17. 

Dissolution  proceedings,  attempted,  see 
Government  prosecutions. 

Dividends,  see  Profits. 

Drexel  and  Company,  79. 

Duluth,  Minn.,  176. 

Earnings,  anthracite,  see  Profits. 
Easton,  Pa.,  15-16. 
Easton  and  Amboy  Railroad,  26. 
Economies  of  combination,  167. 
Edgewater  (X.  Y.  Harbor),  60,  92,  133- 

134. 

Egg  coal,  see  Sizes. 

Eiizabethport  (X.  Y.  Harbor),  133-136. 

Elk  Hill  Coal  and  Iron  Company,  see  New 
York,  Ontario  and  Western  Railway. 

Elkins,  Senator,  188-189,  191,  196-197. 

England,  4. 

Erie  and  Wyoming  Railroad,  see  Erie 
Railroad. 

Erie  Railroad,  24,  26-27,  41-42,  48,  59- 
61,  68-73,  79,  81-84,  86,  89-90,  94, 
103-105,  108-109,  122-124,  130,  133- 
134,  140-141,  143,  146,  148,  152,  154, 
169-170,  172,  181,  193-195,  197,  213- 
215,  217-218. 

Excelsior  Enterprise  Company,  114. 

Experiments,  early,  with  anthracite,  7, 
11-12,  17. 

Exports,  176-177. 
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Fell,  Judge  Jesse,  ii. 

Foraker,  Senator,  i88,  197,  219. 

Foreign  competition,  see  Competition, 

Forest  City,  Pa.,  5. 

Fowler,  T.  P.,  146-147. 

France,  4. 

Freight  rates,  anthracite,  46,  59-60,  64, 

74,  117-118,  128,  132-147,  155. 
Fuller,  88. 

Gallinger,  Senator,  189. 

Geology  of  anthracite  region,  5-6. 

Ginter,  Philip,  10. 

Glen  Alden  Coal  Company,  1 28. 

Gore,  Obadiah,  7. 

Government  prosecutions,  63,  80-81,  93, 

96,  106,  145,  154,  180-182,  192,  196- 

198,  205-214,  217-220. 
Go  wen,  F.  B.,  29-30,  43. 
Granby  Coal  Company,  25. 
Grate  coal,  see  Sizes. 
Gravel  Place,  Pa.,  59. 
Gravity  railroads,  9-10,  14-15,  24. 
Gray,  Judge,  214. 

Griffith,  William,  107-108,  111-112. 
Growth  of  the  coal  trade,  10,  14,  16,  18, 

20,  38-39,  44,  46-47,  50,  55-56,  98- 
100. 
Guaranty  Trust  Company,  78-81. 

Haddock,  J.  C,  94-95,  186. 

Hanna,  Marc,  89. 

Harlan,  Justice,  201. 

Harris,  J.  S.,  64,  69,  151,  172. 

Harrisburg,  Pa.,  7. 

Harwood  Coal  Company,  86. 

Hauto,  13. 

Hawley,  Pa.,  24,  82. 

Hazard,  Erskine,  12-13,  i7- 

Hazelton,  Pa.,  6. 

Hazel  ton  Coal  Company,  26,  194-195. 

Hazelton  Railroad,  26. 

Hearst,  W.  R.,  151,  175,  186. 

Hepburn  bill,  49,  146,  187-188,  190-192, 

201,  210,  219. 
Highland  Coal  Company,  122. 
Hillside  Coal  and  Iron  Company,  see 

Erie  Railroad. 


Hoboken,  N.  J.,  25,  133-134,  143-144. 

Honesdale,  Pa.,  10. 

Honey  Brook  Coal  Company,  36. 

House  of  Representatives,  see  Congress. 

Howe,  90. 

Hudson  Coal  Company,  see  Delaware 

and  Hudson  Company. 
Hudson  river,  9-10,  82-83. 

Imports,  5,  174-175- 

Incorporated  companies,  early  opposi- 
tion to,  20-22. 

Independent  operators,  see  Individual 
operators. 

Indianapolis,  Ind.,  178. 

Individual  operators,  19-21,  28,  41-42, 

52,  54,  59,  73-97,  103-110,  117,  145, 

163,  176,  182,  185-186,  197,  202,  213, 

216. 
Industrial  Commission,  151,  171,  186. 
Interlocking  directorates,  see  Community 

of  interest. 
Inter-ownership  of  stock,  see  Community 

of  interest. 
Interstate  Commerce  Act,  49. 
Interstate  Commerce  Commission,   75, 

95,  120-121,   123,   135-136,   142-145, 

147,  155,  159,  175,  181-187,  193,  196- 

197. 
Investigations,  49,   135,   163-164,   180- 

186. 
Ireland,  4. 

Jacksonville,  Fla.,  178. 
Jamison  Coal  and  Coke  Company,  185. 
Jersey  City,  N.  J.,  16,  60,  62. 
Jones,  John  H.,  43. 

Kingston  Coal  Company,  105. 
Kuhn,  Loeb  and  Company,  65. 

Labor,  see  Strikes. 

Lackawanna  and  Bloomsburg  Railroad, 

25- 
Lackawanna  Iron  and  Steel  Company, 

127. 
Lackawanna    Railroad,    see    Delaware, 

Lackawanna  and  Western  Railroad. 
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Lackawanna  region,  75,  102. 

Lackawanna  Valley  Coal  Company,  1 28. 

Lackawaxen,  Pa.,  82-83. 

Lackawaxen  river,  8-9. 

Lake  Shore  and  Michigan  Southern 
Railway,  see  New  York  Central  Rail- 
road. 

Lancaster  county,  7. 

Laurel  Run  Improvement  Company,  30. 

Lease  of  anthracite  properties,  12,  26, 
34-36,  46,  48,  50-51,  60-61. 

Legal  interest,  199-200,  202-203,  212. 

Legislation,  federal,  see  Hepburn  bill  and 
Sherman  Anti-Trust  Act. 

Legislation,  Pennsylvania,  3,  9,  13,  18, 
21,  24-25,  27,  30,  76,  164. 

Lehigh  and  Hudson  River  Railway,  66- 
67,  119. 

Lehigh  and  New  England  Railroad,  65- 
66. 

Lehigh  and  Susquehanna  Railroad,  23- 
24,  27,  35-36,  118. 

Lehigh  and  Wilkes-Barre  Coal  Company, 
see  Central  Railroad  of  New  Jersey. 

Lehigh  canal,  see  Lehigh  Coal  and  Navi- 
gation Company. 

Lehigh  Coal  and  Navigation  Company, 
13-16,  19-21,  23-24,  28,  32-37,  46, 
65-67,  104,  108,  no,  113,  118-119, 
140-141,  210,  218. 

Lehigh  Coal  Mine  Company,  10-13. 

Lehigh  region,  6,  9-16,  18-20,  23-24,  27- 
28,  36,  38-39,  66,  86,  101-102,  123, 

134-137- 

Lehigh  river,  6,  10-14,  66. 

Lehigh  Valley  Coal  Company,  see  Lehigh 
Valley  Railroad. 

Lehigh  Valley  Coal  Sales  Company,  207- 
208,  211-212. 

Lehigh  Valley  Railroad,  26-27,  29,  ^7,, 
35,  41,  43»  45,  50-54,  60,  68-73,  79, 
81,  85-88,  90,  94-97,  103-105,  108- 
iio,  1 19-122,  128-129,  130,  i32-i35> 
138-144,  146,  148-149,  151-152,  154, 
161,  169-170,  181,  193-195,  197,  205- 
208,  211-213,  218. 

Little  Schuylkill  Railroad,  19. 

Louisville  and  Nashville  Railroad,  196. 


Luzerne  county,  25,  74. 

Lykens  Valley  Coal  Company,  see  Penn- 
sylvania Railroad. 

Lytle  Coal  Company,  see  Pennsylvania 
Railroad. 

McGill,  Chancellor,  53. 

McKinley,  President,  89. 

McLaurin,  Senator,  189. 

McLeod,  A.  A.,  50,  52-54,  88. 

Mahanoy  basin,  6,  102. 

Mahanoy  City,  Pa.,  6. 

Manchester,  N.  H.,  178. 

Marion  Coal  Company,  143-144. 

Massachusetts,  4,  14. 

Mauch  Chunk,  Pa.,  6,  10,  12,  15,  24,  35. 

Maxwell,  J.  R.,  52,  64,  69. 

Maybrook,  N.  Y.,  67. 

Meeker  and  Company,  120,  142,  144. 

Mexico,  4. 

Milwaukee,  Wis.,  176,  178. 

Miner,  Charles,  12. 

^Mineral  Railroad  and  Mining  Company, 

see  Pennsylvania  Railroad. 
MinneapoUs,  Minn.,  178. 
Morgan,  J.  P.,  48,  54,  63-65,  68-70,  73, 

78-79,  84,  114,  154. 
Morris  and  Essex  Railroad,  25,  35. 
Morris  canal,  16,  20,  26,  32,  35. 
Morris,  Robert,  10. 
Morris,  William,  17. 
Mortgages,  121,  123,  127,  194-195. 
Mount  Carmel,  Pa.,  6. 

Nanticoke  Coal  and  Iron  Company,  24- 

25- 
National  Company,  114-115. 
New  Jersey,  16,  25,  35,  50-51,  59,  61,  63, 

67,  75,  T-22,^  143,  177,  203,  207. 
New  Mexico,  4. 
New  Orleans,  La.,  178. 
New  York,  N.Y.,  8-10,  16,  35.39,  49,  63- 

64,  83,  92,  96,  133,  142,  152,  160,  175- 

179. 
New   York   and   Middle   Railroad   and 

Coal  Company,  122. 
New  York  Central  Railroad,  66,  68-73, 

155- 
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New  York,  New  Haven  and  Hartford 
Railroad,  64-67,  69,  155,  183-184,  186. 

New  York,  Ontario  and  Western  Rail- 

.  way,  41,  64-65,  69,  71-73,  75,  84-85, 

88,  104-105,   108-109,  126-128,  130, 

133-134,  140-141,  143,  146,  148,  154- 
155,  181,  193,  213. 
New  York  Public  Service  Commission, 

65,  155- 

New  York  State,  9,  27,  59,  66-67,  82-83, 
177. 

New  York,  Susquehanna  and  Western 
Coal  Company,  see  New  York,  Sus- 
quehanna and  Western  Railroad. 

New  York,  Susquehanna  and  Western 
Railroad,  41,  59-61,  75,  79,  81,  88,  108, 
124,  133-134,  148,  152,  181,  213-215, 
217-218.  * 

New  York,  Wyoming  and  Western  Rail- 
road, 74-75,  82,  89,  216. 

Newark,  N.  J.,  16,  178. 

Newport  News,  Va.,  183. 

Norfolk  and  Western  Railroad,  70,  197. 

Norris,  R.  V.,  102. 

Northern  Central  Railway,  see  Pennsyl- 
vania Railroad. 

Northern  Coal  and  Iron  Company,  28, 
129. 

Northumberland,  Pa.,  25. 

Officers,    common,    see   Community   of 

interest. 
Omaha,  Neb.,  178. 
Olyphant,  1 71-172. 
Oswego  and  Syracuse  Railroad,  25. 

Packer  Coal  Company,  122. 

Packer  report,  21,  23. 

Panics,  31,  36,  38,  47,  54,  100,  166,  195- 

196. 
Panther  Creek  basin,  6. 
Panther  Creek  Railroad,  66. 
Pardee  Brothers  and  Company,  87. 
Pea  coal,  see  Sizes. 
Pennsylvania  and  New  York  Canal  and 

Railroad  Company,  26. 
Pennsylvania  Coal  Company,  see  Erie 

Railroad. 


Pennsylvania  Coal  Waste  Commission, 

IIO-III. 

Pennsylvania  Constitution,  31,  76-77, 
114,  124,  180. 

Pennsylvania  Geological  Survey,  107. 

Pennsylvania  Legislature,  see  Legisla- 
tion, Pennsylvania. 

Pennsylvania  Public  Service  Commis- 
sion, 137-138. 

Pennsylvania  Railroad,  27-29,  35,  41, 
43-44,  48-49,  68t7o,  72-73,  81,  85,  87, 
103-104,  108-109,  124-126,  130,  133- 

^^2,$,  137,  140-141,  148-149,  154,  181, 
185-187,  193-194,  198,  210-21 1,  213. 

Pennsylvania  State  Department  of 
Mines,  106-107. 

Pennsylvania  State  Railroad  Commis- 
sion, see  Pennsylvania  Public  Service 
Commission. 

Percentage  contracts,  52-53,  73-75,  81, 
83,  87-97,  105-106,  127,  145,  164,  176, 
182,  186,  213-214,  216-217. 

Perkiomen  Railroad,  62. 

Perpetual  contracts,  see  Percentage  con- 
tracts. 

Perth  Amboy  (N.  Y.  Harbor),  26,  92, 
96-97,  123,  133-134,  142-143- 

Peru,  4. 

Peters,  of  WiUiams  and  Peters,  172. 

Philadelphia,  Pa.,  8-13,  17-18,  62-64, 
68,  137-138,  164,  176-179,  207. 

Philadelphia  and  Reading  Coal  and  Iron 
Company,  see  Reading  Company. 

Philadelphia  and  Reading  Railway,  see 
Reading  Company. 

Phillipsburg,  N.  J.,  26,  35,  67. 

Piles,  Senator,  190. 

Pittston,  Pa.,  24,  74. 

Plymouth,  Pa.,  7. 

Pocahontas  Coal  and  Coke  Company, 
197. 

Pools,  3,  40-58. 

Port  Clinton,  Pa,,  34. 

Port  Johnston  (N.  Y.  Harbor),  133-136. 

Port  Liberty  (N.  Y.  Harbor),  133-134, 
162,  170. 

Port  Reading  (N.  Y.  Harbor),  133-134, 
162,  170, 
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Port  Reading   Construction  Company, 

51- 
Port  Reading  Railroad,  50-51,  53,  62. 
Port  Richmond,  Pa.,  162. 
Ports,  upper  and  lower,  133,  152. 
Pottsville,  Pa.,  6,  17-18. 
Poughkeepsie  Bridge  system,  see  New 

York,  New  Haven  and  Hartford  Rail- 
road. 
Prepared  sizes,  see  Sizes. 
Price,  Waterhouse  and  Company,  137. 
Prices,  3,  40,  42-50,  53-58,  74-75>  83,  88- 

93>  95-97,  113,  124,  127,  141,  144-145, 

156-181,  203. 
Production  of  anthracite,  3-5,  98-131. 

See  Shipments. 
Profits  of  anthracite  companies,  32-37, 

44,  46-47,  1 1 6-1 1 8,  120,  123-124,  127- 

130,  138-142,  145,  155,  159,  164,  203- 

204,  208. 
Providence  Coal  Mining  Company,  4. 
Providence,  R.  I.,  4. 
Purchases  of  anthracite  companies,  26, 

28,  30,  33-34,  61-69,  73-87,  186. 

Rates,  see  Freight  rates. 

Reading  and  Columbia  Railroad,  35. 

Reading  Company,  18,  28-32,  34-35,  38, 
•41,  43-46,  48,  S^SS,  SI,  61-64,  68-74, 
79-81,  88,  90,  94,  103-104,  108-110, 
113-117,  128-130,  133-134,  137-138, 
140-141,  143,  146-149,  151-152,  154, 
157-158,  161-162,  169-170,  172-173, 
175,  178-179,  181,  194-195,  197-198, 
210-211,  213,  215,  217-218. 

Reading  Railroad,  ^ee  Reading  Company. 

Red  Rock  Fuel  Company,  184-185. 

Regions,  anthracite,  5-6.  See  Lehigh, 
SchuylkiU  and  Wyoming  regions. 

Reserve  supply  of  anthracite,  62,  84, 
110-113. 

Rhode  Island,  4. 

Rice  coal,  see  Sizes. 

Richmond,  Va.,  178. 

Righter  Coal  Company,  85. 

Robinson,  John,  12. 

Rockefeller,  William,  65,  79. 

Rondout,  N.  Y.,  10,  82-83. 


Roosevelt,  President,  181,  188. 
Royalties,  125. 
Ruley,  W.  W.,  153,  174. 
Russia,  4. 

St.  Louis,  Mo.,  178. 

Sale,  see  Prices. 

Schuylkill  canal,  see  Schuylkill  Naviga- 
tion Company. 

SchuylkQl  Coal  and  Iron  Company,  85, 
129. 

Schuylkill  county,  25,  27,  29. 

SchuylkUl  Navigation  Company,  12,  18- 
20,  28-29,  32-34- 

Schuylkill  region,  6,  9,  12,  15-20,  23,  28- 
29,  32,  34-35,  38-39,  41,  62,  66,  loi- 
103,  134,  137-138. 

SchuylkiU  river,  17-18. 

Scott,  Tom,  43. 

Scranton,  Pa.,  6,  25,  82,  127,  178,  194. 

Seasonal  demand,  57-58,  166-167. 

Selling  costs,  96-97. 

Senate,  see  Congress. 

Seneca  Coal  Company,  85. 

Shamokin  basin,  6,  102. 

Shamokin,  Pa.,  6. 

Shanferoke  Coal  Company,  85,  129. 

Sheam,  Clarence,  171. 

Shenandoah,  Pa.,  6. 

Sherman  Anti-Trust  Act,  153,  181,  209- 
212,  218-219. 

Shickshinny,  Pa.,  5. 

Shipments  of  anthracite,  7-8,  10,  14,  16- 
19,  38-39,  43-50,  54-57,  98-102,  136, 
138,  147-151,  154-155,  166-167. 

Shoemaker,  George,  17. 

Simpson  and  Watkins,  75,  77-82,  93. 

Sizes  of  anthracite,  40,  161. 

Slatington,  Pa.,  66. 

Sliding  scale  of  wages,  162,  176. 

Sloan,  Sam,  52, 

Smith,  Abijah,  7-8. 

South  Amboy  (N.  Y.  Harbor),  133-134. 

Spain,  4. 

Standard  Oil  Company,  94. 

Stetson,  F.  L.,  114. 

Steuben  Coal  Company,  25. 

Stillman,  James,  79. 
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Stock  market  quotations,  141. 

Storage,  58. 

Stotesbury,  E.  T.,  68. 

Stove  coal,  see  Sizes. 

Strikes,  41,  89,  100,  134,  141,  152,  157- 
159,  162,  164,  180-181,  186. 

Stroudsburg,  Pa.,  59-60. 

Sturges,  E.  B.,  75. 

Sullivan  county,  6. 

Summit  Branch  Mining  Company,  see 
Pennsylvania  Railroad. 

Summit  Branch  Railroad  Company,  see 
Pennsylvania  Railroad. 

Sunbury  and  Erie  Railroad,  33. 

Supreme  Court  of  the  United  States,  63, 
80,  97,  104,  121,  129,  145,  153,  164, 
176,  182-184,  196,  198-206,  209-210, 
214-217,  219. 

Susquehanna  canal,  35. 

Susquehanna  Coal  Company,  see  Penn- 
sylvania Railroad. 

Susquehanna  Connecting  Railroad,  60. 

Susquehanna  river,  6-8,  23,  26. 

Switzerland,  4. 

Tamaqua,  Pa.,  6,  19,  66. 

Tariff  duties,  4,  174. 

Taxation  of  anthracite  coal,  164. 

Taylor,  Pa.,  1 43-1 44- 

Temple  Iron  Company,  76-82,  104,  128, 
130,  i5i-iS5>  181-182,  213-217. 

Terminals,  coal,  133. 

Terry,  Parshall,  7. 

Thomas,  E.  B.,  68,  83,  85,  87,  161,  171. 

Thome,  S.  B.,  217. 

Tillman,  Senator,  184-185,  187-188, 
190-192. 

Transportation  of  anthracite,  3,  132- 
155.  See  also  Freight  rates  and  Ship- 
ments. 

Trenton,  N.  J.,  35. 


Truesdale,  W.  H.,  94,  159,  161,  172. 
Tvvombly,  H.  McK.,  65,  69,  79. 

Undercliff,  see  Edgewater. 

Union    of    transportation    and    mining 

privileges,  9-10,  12-14,  19-20,  22-27, 

29-31,163,180.     5ee  a/50  Commodity 

Clause. 
Union  Railway  Company,  29. 
Unmined  tonnage  of  anthracite,  62,  107- 

iio. 
Upper  Lehigh  region,  136. 

Vanderbilt  interests,  65,  68,  70-71. 
Virginia,  4. 

Wales,  4. 

Walter,  120,  151,  161. 

Wanger,  Representative,  201. 

Warrior  Run  ^Mining  Company,  85. 

Washington  State,  4. 

Washington,  D.  C,  176. 

Wastage  in  transportation  of  anthracite, 

96-97. 
Waste  in  coal  mining,  111-112. 
Weehawken  (N.  Y.  Harbor),   133-134, 

146-147. 
Weiss,  Colonel  Jacob,  10. 
Welsh,  64. 

White  Haven,  Pa.,  23-24. 
White,  Josiah,  12-13,  i7- 
WUkes-Barre,  Pa.,  5,  7,  23,  26,  35,  60. 
Wilkes-Barre  and  Eastern  Railroad,  60. 
Wocdlock,  69. 
Wurts,  William,  8-9. 
Wyoming  Coal  and  Land  Company,  85. 
Wyoming  region,  5-10,  16,  18-19,  23-24, 

26-29,  36,  38-39,  59-60,  64,  74,  76,  82- 

83,  88,  95-96,  101-102,  134-137,  142- 

143,  T-12>- 
Wyoming  Sales  Company,  75. 
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